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One of the most important legal ques- 
tions which arises in the practice of 
banking, is as to the right of a banker, 
holding the unmatured note of his de- 
positor, to set-off or apply the latter’s 
balance in general account, against the 
note, upon the depositor’s becoming in- 
solvent. Inother words, can the banker 
hold the deposit as security, or must he 
relinquish it to the assignee, and for his 
note at maturity, accept the cheerless 
pittance usually doled out to the general 
creditor? 

This question has been passed upon 
in a large number of the states; and not 
with entire uniformity. We have in 
course of preparation a complete sum- 
mary of the state decisions on the point, 
which has involved considerable labor, 
and which cannot fail to be of great 
practical benefit to bankers. They will 
find it useful for reference, to ascertain 
the rule in their own and other states; 
and instructive in the means of compar- 
ison it will afford, showing in some 
states the allowance, and in others, the 


denial of the banker’s right to apply a 
deposit upon the unmatured note of an 
insolvent depositor. 

We have at hand the decision just 
rendered by the United States court of 
appeals in Pennsylvania in Clothier v. 
Yardley, receiver of the Keystone Bank, 
which involves an analogous question— 
that is, the bank is the insolvent one, 
and the depositor, Clothier, seeks to 
set-off his deposit against his liability 
upon unmatured notes held by the bank 
at the time of its failure. The set-off is 
allowed. Publication of this decision 
is deferred to the next issue, that it may 
be contemporaneous with the valuable 
summary of the banker’s right to set-off 
now about completed. 


WE publish in this number Congress- 
man Harter’s recent address delivered 
to Boston bankers, in which he states 
that all classes of business in the coun- 
try are suffering because of the ex- 
isting unrest and uncertainty respecting 
what will be done with the standard of 
value; that the fear that we shall change 
from a gold standard to a silver one is 
the direct cause of our commercial and 
financial disorder. The currency prob- 
lem. settled, Mr, Harter predicts we 
shall at once, as a nation, reach the 
highest prosperity. The remedy advo- 
cated is not the free coinage of silver, 
nor the issuance of government notes, 
both of which are deprecated, but a sys- 
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tem of combined state and national bank 
note issues, upon lines proposed. 

Respecting the national banks, he 
suggests the continuance of the present 
system with the additional security of 
specified railroad and city bonds; and 
he would tax the circulation as follows: 
One per cent. upon circulation under go 
per cent. of capital; two per cent. be- 
tween go and 180; and ten per cent. on 
circulation in excess of 180 per cent., 
reducing the one and two per cent. tax 
if not needed for revenue purposes, but 
retaining the ten per cent. tax upon in- 
creased circulation, which should be for 
emergencies only, and speedily 
deemed. 

With regard to state bank notes, Mr. 
Harter advocates the repeal of the ten 
per cent. prohibitory tax (which he con- 
tends is unconstitutional anyway, and 
its payment could be successfully re. 
sisted) and thinks ‘‘ we may safely leave 
state banks and state bank circulation 
solely to the care, control and restric- 
tions, which the various states would 
find absolutely necessary in order to 
have such notes circulate at all.” 

This policy, it is contended, would 
answer our varying currency require- 
ments, and give us paper money, safe, 
elastic, uniform, and in sufficient quan- 
lity. 

Whether the result of relegating the 
issue of state bank currency to the un- 
restricted control of the various states 
would be, as Mr. Harter predicts, at- 
tended with no evil consequences what- 
ever, is a question upon which we have 
much doubt, and one which should be 
carefully studied in the light of past ex- 
perience, before decided opinions are 
formed. Let us briefly consider a few 
of its aspects. 

ist. Counterfeiting. 


re- 


In the days of 
state bank issues, counterfeiting and 
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losses therefrom were frequent. Every 
merchant and trader had to be specially 
equipped with a counterfeit detector. 
Mr. Harter argues that the improve- 
ments in the art of engraving would re- 
duce this danger, But, doubtless the 
skill and appliances of the counterfeiter 
have kept apace with the improvements. 
Furthermore, the variety of the notes 
would render detection more difficult. 
Another argument advanced why there 
would be no increased danger from the 
counterfeiting of state bank notes is: 
‘* Because the circulation of state bank 
notes would be limited tosmallersections 
of the country and watchfulness against 
the art of the counterfeiter would be 
concentrated, which would increase the 
vigilance of local and 
result in quick exposure and prompt 
punishment.” But why would the notes 
stay at home now any more than for- 
merly when they wandered to distant 
states, and when the banks were so eager 
to get their issues far away from quick 
redemption, that distant banks would 
exchange their issues, each putting 
forth the foreign notes in its immediate 
locality? 

2nd. Safety and Uniformity. It is 
not at all certain that under state regu- 
lations, the notes of banks in all the 
states would be absolutely safe. We will 
not discuss this featurenow. Assuming 
them safe and transferable at par at the 
place of issue, the course of trade and 
the interests of their issuers, would send 
many of them to a distance. Then they 
must be returned for redemption. This is 
a labor which is not going to be done for 
nothing; hence, necessarily, the holder 
in New York of a Kansas bank note 
must part with it at a discount commen- 
surate with the cost of collection. This 
line of argument might be amplified and 
fortified by the citation of actual expe- 


government, 
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riences would space permit. The ques- 
tion is one which suggests such import 
ant consequences, that it cannot be too 
thoroughly studied by all interested in 
the currency and the country’s welfare. 


For the purpose of ascertaining the 
present legislation existing in the states 
regulating bank currency, now lying 
dormant, and tracing previous legisla- 
tion leading up to present conditions, 
we have started in this number an out- 
line sketch of state currency legislation, 
past and present, beginning with the 
state of Alabama. Each state will be 
taken in alphabetical! order, until all are 
reviewed, This is largely a work of 
extract and compilation—we do not pre- 
tend to claim for it the character of 
philosophical history—but the bare re 
cord of this legislation, its growth and 
changes, affords some very instructive 


information to the student of currency, 
which will aid him in forming correct 
judgment as to the safety and feasibility 
of a return to state bank issues. 

This record has its interesting feat- 
ures as well. 


Think of a state running 
a bank, the chief supervisory body being 
the legislature; the people at first being 
so charmed with the idea that they em- 
body in the first constitution the proviso 
that the state must have a part proprie- 
torship in any state bank which may be 
established ; and then, after a few years’ 
experience, the breaking of the charm, 
and the laconic expression in a later 
constitution, that the state shall not be 
a stockholder in any bank. Note the 
early legislative sympathy with specie 
suspending banks, passing acts sanc- 
tioning the suspension; and then the 
embodiment in a later constitution of 
the clause that no law shall be passed 
sanctioning specie suspension. Note 
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the disastrous consequences of unlimited 
and unsecured issues, and the subse- 
quent corrective legislation; and the 
embargo upon the issues of foreign 
banks, prohibiting their circulation with- 
in the state. These and many other 
features render the bare legislative sum- 
mary which we have extracted, interest- 
ing and instructive in the extreme. 

As we progress, we would be pleased 
to receive from bankers in the different 
states, statements and reminiscences with 
which we might fill in and amplify the 
chronological record of legislation, and 
thus make it more closely approximate 
an outline history. 


In a very few days the bankers of this 
country will again assemble in annual 
convention. 

Old friendships will doubtless be re- 
newed, pleasant memories of the past 
revived, and the fraternity of bankers 
bound even more firmly together; but, 
chiefly, the discussion of financial ques- 
tions of the day by enlightened gentle- 
men who are vitally interested and 
whose daily occupation gives them the 
most thorough knowledge of the sub- 
jects at hand, will give valuable aid in 
enabling the bankers themselves, and 
the public at large, to regard these 
questions in their true light, and to ar- 
rive at their true solutions. 

There is only one trouble about bank- 
ers’ associations, and that is, there are 
not enough of them. Every state should 
have one, and every banker should be a 
member. 

Legislative bodies, and the general 
public, realizing the :echnical and special] 
knowledge possessed by bankers, as 
well as their intelligence and patriotism, 
would more largely look to the dis- 
cussions had and conclusions reacaed at 
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the bankers’ associations, in the form- 
ation of correct opinions on financial 
questions; and incorrect policies and 
imperfect laws would be more surely 
and speedily remedied than they are at 
present. 

To outline the proceedings of the 
coming convention at San Francisco: 

After the call to order by the presi- 
dent, R. M. Nelson of the Commercial 
Bank of Selma, Ala., Mr. John McKee 
of the Tallant Banking Company, will 
deliver an address of welcome in behalf 
of the bankers of San Francisco. The 
president will then deliver the annual ad- 
dress, followed by Prof.E.J.James, Ph. D., 
of the University of Pennsylvania, whom 
the association sent abroad to study the 
methods of foreign schools of finance, 
with a view to improving the facilities in 
our schools and colleges for instruction 
in finance. The reports of the various 


committees will come next, after which 


E. H. Pullen of the National Bank of 
the Republic of New York city, will de- 
liver a memorial address on the late 
John Jay Knox. 

On the second day, September 8, the 
president, after naming the nominating 
committee, will address the convention 
upon the silver question, opposing free 
coinage, and W. P. St. John, president 
of the Mercantile National Bank of New 
York, will present the other side. Con- 
gressman M. D. Harter will next deliver 
an address in favor of the repeal of the 
ten per cent. tax on state bank circula- 
tion, He also will be followed by a 
speaker taking the opposite view of the 
question. The remainder of the day 
will be taken up with papers and ad- 
dresses on various other financial ques- 
tions 

The third day will be given up en- 
tirely to recreation. The members of 
the association will sail around the bay, 
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partake of a banquet, and generally 
enjoy themselves, 


How many bankers in handling the 
negotiable paper put out by partner- 
ships ever stop to ask themselves the 
question, Isthisa trading or a nontrading 
firm? Not many, we think. And yet 
there is a distinction, and, to banks 
dealing in partnership paper, one of 
considerable importance. Itis, of course, 
well known that one partner binds his 
associates in the firm by his acts, even 
if unauthorized by them, provided he 
acts within the scope of the business 
which the partnership was created to 
transact. But, as is pointed out in the 
decision in the case of Dowling v. Na- 
tional Exchange Bank of Boston, recently 
rendered by the supreme court of the 
United States and published elsewhere 
in our pages, the signing and borrowing 
on commercial paper is not, by any 
means, as quite a number of banks have 
thought at various times, with much 
cost to themselves, within the scope of 
all partnership businesses. There is a 
certain class of business associations 
styled in law, non-trading partnerships, 
which are not under the necessity, in 
order to properly carry on their busi- 
ness, to sign negotiable paper, and 
which, therefore, are acting outside of 
the ordinary scope of business in so 
doing. The courts hold that such a 
partnership is not bound by the act of 
one of the partners in giving commer- 
cial paper, in the firm name unless it 
can be proved that he was expressly au- 
thorized, or his act was ratified, or such 
was the usage of that particular firm. It 
is apparent from the number of decisions 
that many banks have been ignorant of 
this point, and owning some of this non- 
rading partnership paper, have lost in 
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consequence. In taking precautions the 
vital question to the banker of course is, 
what constitutes a non-trading partner- 
nership and what is the distinction be- 
tween it and the trading firm? There 
has been conflict of authority as to 
whether certain partnerships could be 
classed under the term non-trading; for 
example, a firm established for the pur- 
pose of sawing up and selling timber 
has been held variously trading and 


non-trading. But this difference of 


opinion on the part of courts arises from 
the fact that partnerships of the same 
general charactersometimes differ widely 
in the extent of the business they carry 
on. The test is found not in the nature 
of the articles dealt in, but in the char- 
acter of the dealings. 


In general it may 
be said that if the partnership contem- 
plates periodical, continuous or frequent 
purchasing, not as incidental to an oc- 
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cupation, for the purpose of selling the 
thing purchased, either in its original, 
or in a manufactured state, it is a trading 
partnership; otherwise it is not. 

While courts will not be lead astray 
by the general character of a partner- 
ship or the name which it adopts, but in 
each case will examine into the nature 
of its dealings, yet it is well settled that 
if they confine themselves to the cus- 
tomary limits of such callings, firms of 
attorneys, brokers, doctors, farmers and 
planters, stevedores, tavern-keepers, 
printers, pottery ware manufacturers 
and those formed for the purpose of 
mining and quarrying, of conducting a 
theatre, ora real-estate and insurance 


office, or generally for a single transac- 
tion and for a few other purposes, are 
non-trading partnerships, which are not 
prima facie liable on paper in the firm 
name, of which all the partners are not 
makers. 
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THE MAVERICK BANK 


HE Senate Committee have had an extended 
session in Boston, investigating the causes 
underlying the failure of the Maverick National 
Bank. Loans on insufficient or no collateral, to 
firms and corporations who presented their paper 
with straw names of employees, elevator boys 
and janitors, was the way in which the bank’s 
money was wasted. The following testimony, 
extracted from the proceedings of the last day 
of the session is typical: 


The first witness called was Edward W. L. 
Nichols, who lives at South Broadway, in New 
York city. In response to questions put by the 
chairman, he said: : 

‘*T was in the employ of Irving A. Evans & 
Co. as shorthand clerk between three and four 
years; made two notes for the firm, I think; that 
is all the notes I have made for the accommo- 
dation of the firm as far as I can remember; 
don’t remember the amounts; $22,000 and $35,- 
ooo, I think; I remember the $35,.0co, but don’t 
remember the other amount, but remember 
signing two amounts. I was asked to sign the 
notes merely as an accommodation for the firm. 

knew hey were promissory not@s, but was 


assured they were merely accomodation notes, 


and that they would be protected by collateral. 
I did not understand what bank they were on. 
Had an understanding that collateral was to 
be used with the notes,” 

Q. You assented to the use of the notes? 
A. Yes, sir. 

Q. Did you know what collateral ? 
not. 

Q. There was no understanding as to particu- 
lar collateral? A. No, sir. 

Q. Did you understand there was any emer- 
gency in the affairs of the firm making them ask 
you to sign a note? A. No, sir. 

Q. Who asked you to sign? A. I don’t re- 
member whether it was Mr, Bliss or one of the 
other members of the firm. 

Q. Were you in any condition at that time to 
pay any such note? A. I was not. 

Q. Received any compensation beyond your 
regular compensation as a shorthand writer? 
A. That was ail. 

George E. Craig, residing in Walpole, Mass., 
testified: ‘* I am an accountant, and was in the 
employ of the Cape Ann Granite Company, of 
which Mr. Jonas H. French was the president.” 

Q. Were you connected in any way with the 
firm except as an employe? A. That's all, sir. 

Q. Ever make any large notes for the accom- 
modation of Mr. French? A. I have made one. 

Q. More than one? A. I have—more than 
one, 

Q. Did you make a note for $40,000 dated 
Oct. 6, 1891? A. I did, sir. 


A. I did 


INVESTIGATION. 


Q. Had you made notes before? A. Yes. 

Q. To what amount? A, I cannot tell. 

Q. As large as $40,000? A. No, sir, never, 

Q. What were the amounts? A. They varied 
from $30,000 to $40,000. 

Q. Who asked you to sign this note of Oct, 6, 
1891? A. Col, French. 

Q. As an accommodation? A. As an accom 
modation to him, with an assurance that there 
was collateral to protect it. 

Q. And that had been the assurance on pre- 
vious occasions? A. Yes, sir. 

Q. Did you understand where the loan was 
to be negotiated? A. In the Maverick Bank. 

Q. As previous notes had been negotiated 
there? A. Yes, sir. 

Q. Did you receive any compensation beyond 
your salary? A. No, sir. 

QO. You were in no condition to borrow that 
amount on your credit? A. No, sir. 

Q. And you are not in any condition to pay 
the same? A. No, sir. 

By Senator Carlisle—Did you understand 
what collateral there was to be? A, No, sir. 
I hesitated a moment, but signed on being told 
there was colleteral. 

William H. Raymond, of Cambridge, former- 
ly of the firm of Thomas H. Dana & Co., de- 
posed: ‘‘The notes produced were given by me 
as accommodation notes for the firm. I bought 
goods for the firm and sold them. I never 
knew what the object of signing W. H. Ray- 
mond was, unless it was a matter of form. Of 
course, I should have been responsible for the 
notes of the firm, so that it was no particular 
difference to me. Mr. Delano was the financial 
man of the firm. I don't know whether he per- 
sonally or somebody else in the counting-room 
asked meto sign. But I believe the request 
proceeded either directly or indirectly trom 
him.” 

Sylvester Lacy, now working for the Boston 
& Maine railroad, said that for a time he was 
in the employ of Mr. T. C. Weeks, who wasa 
banker. 

I signed, said witness, the note produced for 
$39,000. If any one asked me to sign, it was 
Mr. T. C. Weeks, but I am not absolutely sure. 
It was to accommodate Mr. Weeks. I had no 
knowledge whether it was to go into the Maver- 
ick bank or not. 

Mr. Potter's name was never mentioned, I 
cannot remember signing for any one except 
Mr. Weeks. I signed a good many notes for 
Mr. Weeks. The amounts were for from $15,- 
000 to $30,000 or $40,000. I was notin Mr. 
Weeks’ employ for the purpose of making notes 
for him. I was employed as a messenger. 

Was never paid anything for making notes. 
I knew Mr, William Ladd Dodge, who was also 
in the service of Mr. Weeks. He was engaged 
chiefly in negotiating loans and doing outside 





THE BANKING 


work in dealing with banks. 

The receiver never called upon me for the 
note, said the witness, and I did not suppose 
that note was outstanding against me until to- 
day. Iam not able to pay it, nor was I then. 

In reply to a query by Senator Carlis'e—I was 
told the note was secured by collateral. I may 
possibly have heard what the collateral was to 
be, but I have no recollection of it. 

Mr. Burt Emerson, of Bay View, Gloucester, 
has been employed by the Cape Ann Granite 
Company for twenty-two years. He testified 
that he signed a note for Col. French seven or 
eight years ago, on the request of Mr. Henry 
Bennett, tho treasurer of the company; this was 
in 1885, to accommodate Col. French, 

Had no undersranding about the note. Had 
reason to expect there was to be collateral 
placed in the bank with the note. 

A. G, Ostler, 25 years old, general office clerk 
for Hyde, Dickinson & Howe, testified that he 
had been in the habit of indorsing notes for 
Mr. Hyde. Could not say that he loaned Mr. 
Hvde his credit. 

Thought one note might be for $49,000 ; paid 
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no particular attention to the matter. Probably 
Mr. Hyde handed him the note to sign. Sup- 
posed there was to be collateral put up with the 
note—mortgage on Stevens’ property at Black 
Bay. Did not know that his father, George, 
signed notes for Mr. Hyde. 

Cornelius J. Colan, 23 years old, living at 
Crescent Beach, and working at 73 Devonshire 
street, testified that he signed a note for 
Evans & Co., but did not know the amount; 
used to work for the firm, relieving the tele- 
graph operator, and put up stocks for Evans; 
had been there about five or six years ; did not 
know what he was signing; the body of the note 
was covered up by Mr. Tobey when he signed 
it. 

Witness said he thought it was all right to 
sign, for he didn’t think a big firm like Evans’ 
would ask him to do anything wrong. Did not 
think at the time the covering up of the note was 
intentional, but now think it was. Might have 
signed just the same had he known it wasa 
promissory note for $36,000. Believes he signed 
two or three other notes also, but did not see 
what they were. 


LOUISIANA’S SATURDAY HALF-HOLIDAY LEGISLATION. 


HERE is an increasing tendency in 
several states to make the last half 

of the last day of the week, a holiday, 
when business cares and duties may be 
laid aside, and the laborer, be he pro- 
fessional, merchant or mechanic, may 
give himself over to recreation and re 
pose. This tendency, we believe, is a 
wholesome one. The American people 
noted for their restless business 
spirit, and the hardly-take-time-to-eat- 
or-sleep policy, is certain, in the long 
run, to have an injurious effect on the 
nation at large, unless some such holi- 
day safety-valve is established as a cor- 
rective. New York’s half-holiday law 
has been in force since 1887, and has 
become an established institution. Lou- 
isiana has now followed suit in a law 


are 


which became operative August 16th, 


1892. All holiday legislation is of im- 


portance to bankers because of its effect 
on the time of maturity of commercial 


instruments, We publish the new law 


in full: 
LOUISIANA’S HALF-HOLIDAY LAW.* 


An Act to amend and re-enact Section 1114 of 
the revised Statutes of the State of Louisiana. 

Be it enacted by the General Assembly of the 
State of Louisiana, That Section 1114 of the Re- 
vised Statutes of the State of Louisiana be 
amended and re-enacted to read as follows: 
The following shall be considered as days of 
public rest and legal holidays and half-holidays 
in this state, and no others, namely: Sundays, 
the first of January, the eighth of January,*the 
twenty-second of February, Good Friday, the 
fourth of July, the firstof November the twenty- 
fifth of December, Thanksgiving Day as desig- 


*We are indebted to State National Bank, New 
Orleans, for copy of law. 
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nated by the President of the United States, 
and, in the Parish of New Orleans, Mardi Gras 
and the twenty-fifth of November, to be known 
as ‘‘ Labor Day,” and also in cities and towns 
whose population shall exceed one hundred 
thousand, every Saturday, from 12 0’clock noon 
until midnight, to be known as a half-holiday 
Saturday ; and all promissory notes, bills of ex- 
change and commercial paper which by law or 
commercial usage are required to be protested 
for non-payment, shall be deemed to be 
and shall be due and payable on_ the 
first day, not a Sunday or legal _holi- 
day or half-holiday Saturday, succeeding the 
third or last day of grace, if the third or last 
day of grace be a Sunday or legal holiday or 
half-holiday Saturday, and in computing 
the delay allowed for giving notice of non- 
acceptance or non-payment of a bill of 
exchange or promissory note, or other commer- 
cial paper, the days of public rest or legal holi- 
days or half-holiday Saturdays, shall not be 
counted, and if the day or days next succeeding 
the protest for non-acceptance or non-payment 
shall be days of public rest, or legal holidays or 
half-holiday Saturdays, then the day next fol- 
lowing shall be computed as the first day after the 
protest. Provided, however, that for the purpose 
of protesting or otherwise holding liable any par- 
ty to any bill of exchange, check or promissory 
note, and which shall not have been paid before 
12 o’clock noon on any half-holiday Saturday, a 
demand of acceptance or payment may be made 
and notice of protest or dishonor thereof may 
be given on the next succeeding secular or 
business day. And provided, further, that 
when any person shall receive for collection 
any check, bill of exchange or promissory note, 
due and presentable for acceptance or payment 
on any half-holiday Saturday, such person shall 
not be deemed guilty of any neglect or omission 
of duty, nor incur any liability in not presenting 
for payment or acceptance, or collecting such 
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check, bill of exchange or promissory note on 
that day. 

Sec. 2. Be it further enacted, etc., That all 
laws or parts of laws in conflict with this act 
are hereby repealed. 


Approved by the Governor, July 7, 1892. 

This law differs from that of New 
York in that it makes Saturday a half- 
holiday only in cities and towns whose 
population shall exceed one hundred 
thousand. So far as the ‘‘ fellers in the 
country” are concerned, they must work 
the full day. But perhaps they want to, 
if we judge from the expression of opin- 
ion given at the recent convention of 
Michigan bankers held at Detroit, Au- 
gust g and 10. Secretary Hayes intro- 
duced a resolution that the association 
urge the passage of alaw making Sat- 
urday afternoon a legal half-holiday, 
which was adopted, although some of the 
country members opposed it for the rea- 
son that Saturday afternoon was their 
busiest time. The Louisiana law would 
suit this class of objectors, being only 
applicable to the larger cities. 

For a decision under the New York 
half-holiday law, holding that protest of 
a draft on Monday charges the drawer, 
see ‘* Abstracts.” 
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A PLAN FOR REFORMATION OF BANK CURRENCY.* 


HAT there is financial disease abroad 
in the land, and that it affects 
every fibre of the business of the nation, 
is patent. With railroads, telegraphs, 
express and mail facilities reaching every 
corner of the country, we nevertheless 
see money lending in the east at from 1 
to 3 per cent. per annum, while in the 
west and southwest it cannot be had, in 
many instances, for 12 to 15 percent. 
With the greatest crops we have ever 
produced, and a large and steady de- 
mand for them abroad, instead of re- 
ceiving great quantities of gold from 
Europe, we are shipping gold in that 
direction, Although the crop prospects 
for 1892 are at least normal here, with 
the promise of European crops far below 
the average, instead of buoyancy, brisk- 
ness and confidence characterizing our 
markets, every where depression in prices, 
doubt and hesitation have sway. Instead 
of Europe investing what surplus she 
has in American securities, backed as 
they are by every natural favorable con- 
dition, each ship arriving from across 
the ocean for twelve months past has 
poured in upon our market a returning 
stream of American stocks, bonds and 
shares, some of which have been held in 
Europe for a quarter of a century un- 
disturbed. 

You are all men of affairs, familiar not 
only with the business of Boston and 
New England, but with that of the en- 
tire nation, and you can determine 
whether I have faithfully and accurately 
diagnosed the condition of business as 


* Address delivered to the association of Bank 
Presidents in Boston, June 13th, 1892, by Congressman 
Michael D. Harter, of Ohio. 


it exists to-day. Whether the cause I 
shall lay the untavorable condition of 
the patient to is correct, and whether the 
remedy or remedies I will suggest are 
safe and likely to be effective, remain 
for you to determine. 


CAUSE OF OUR UNFORTUNATE SITUATION, 


I place the sole responsibility for the 
general situation of which we complain 
upon the currency condition of the coun- 
try. I think the unrest, uncertainty, 
the doubts and fears as to what will be 
done with the standard of value in the 
United States, the sole influence which 
stands between us and the highest con- 
dition of prosperity, and the largest 
measure of material development the 
country has had in a generation. The 
fear that we shall change from the gold 
standard toasilver one, is the direct 
cause of our commercial and financial 
disorder. The probability that every 
piece of property, of whatever nature, 
that the representative of credit, in 
whatever form it exists in the United 
States, is ultimately to be measured by 
silver worth 60 to 67 cents, instead of 
as now, by gold worth 100 cents, would 
check the rising tide of prosperity in a 
nation made up exclusively of enthusi- 
asts, optimists and boomers. That it 
has had a similar effect here, where our 
business community is made up of every 
class, ranging from the most conserva- 
tive investor and most cautious busi- 
ness man to the wildest speculator, is 
surely not surprising, and we need make 
no further inquiry for other depressing 
influences or potent factors in account- 
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ing for the existing deplorable condition 
of the country. 

Fortunately I believe the remedy lies 
very close at hand, and that the cure has 
the merit of being safe, certain and per- 
manent. It consists in availing ourselves 
of our past experience, and our present 
opportunity in connection with the bank 
note circulation of the country. The 
wide discussion of general financial 
questions brought on by the free silver 
craze which has raged through the 
United States for several years past has 
enabled us, I think, to reach sound con- 
clusions on many points, and I shall now 
make a number of statements which few 
men will care to dispute, and which 
none can successfully contradict, 


SOME GFNERAL CONCLUSIONS, 


The continued general use of gold and 
silver money under /ree coinage, with 
legal tender qualities, of both metals, is 
an impossibility, no matter what ratio 
may be adopted. 
to combine oil and water as to continue 
for any length of time the unlimited 
coinage of gold and silver at any fixed 
ratio, for, if you were to be fortunate 
enough to select a perfect ratio to-day, 
you have no assurance whatever that it 
would remain so for even twenty-four 
hours, and a moderate change in the 
market value of either metal with present 
business facilities, controlled by current 
commercial methods, would drive the 
under-valued metal out of circulation, 
It is easy to see that this statement, 
therefore, is indisputable. 

The conclusion which naturally fol- 
lows is that the way in which two legal 
tender metals can be kept side by side 
in general circulation, is by the limiting 
of the coinage of the cheaper. The ex- 
perience of the world, so far as we have 


It would be as easy 
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it in recorded history, without excep- 
tion, proves this position to be correct, 
and I will not occupy your time to en- 
large on it. 

The next statement in connection 
with coinage is that when the limit in 
amount which the people and business 
of the country will take in the shape of 
money coined from any metal is reached, 
coinage on that metal should cease. We 
now have in circulation about 57,000,- 
ooo of silver dollars, and the govern- 
ment has been absolutely unable to force 
more into circulation, or to inject a 
larger quantity into the arteries of trade. 
It is perfectly clear that when this point 
was reached, government purchases of 
silver bullion should have ceased. In- 
stead of this, we have gone on buying 
until we have on hand, in the treasury, 
in the shape of silver, coined and un- 
coined, between $400, 000, 000 and $500, - 
000,000 ($443,429,508 on June 1, 1892.) 
Over $350,000,000 of this is in the 
shape of standard dollars, which has 
entailed a coinage outlay, expense and 
waste of over $5,000,000 and all the 
storage capacity of every mint, and 
some of the postoffice buildings of the 
to the utmost to ac- 
commodate this rapidly swelling bulk of 
It follows 
that the government purchases of silver 
bullion should be stopped instantly and 
it requires no prophet, not even the son 
of a prophet, to declare that every 
month’s purchases infallibly add to the 
dangers which surround the financial 
position of the government, and that 
they are a most alarming menace to the 
welfare of every individual inhabitant of 
the United States. I have no hesitation 
in saying, therefore, that it is the duty 
of congress to stop absolutely, peremp- 
torily, and without delay, the purchase 
of silver. I do not wish to say very 


country, strained 


useless and unsalable metal. 





much upon this silver question, as, once 
fairly entered upon, it would occupy all 
the time you have at your hand to-day. 


GOVERNMENT SHOULD CEASE TO 


PAPER MONEY. 


ISSUE 


The next proposition I make is that 
the govenment should not be allowed to 
issue paper money under any circum- 
stances. Its sole power in this direction 
should be the taxing and regulating of 
the paper money issued by _ banks, 
Every nation which has undertaken gov- 
ernmental issues of paper ‘‘ promises to 
pay ” has had cause to regret it bitterly. 
Historical examples are as numerous as 
the nations themselves. The printing 
of greenbacks made the last war cost the 
people, directly and indirectly, $3,000, - 
000,000 more than if this course had not 
been taken, and our present evil plight 
in connection with the silver question 
is all due to the pernicious issuing of 
paper certificates representing coin, If 
the government had insisted, as it should 
have done, in paying for all silver 
bullion bought with silver dollars, the 
craze would have subsided by the 
60,000,000 of these coins had 
been forced into circulation, and the pur- 
chase of silver bullion would have ceased 
long ago. The government, instead of 
being loaded up as it now is, with the 
enormous burden of ‘‘promises to pay,” 
under which it now staggers, instead of 
having a stock of silver bullion on hand, 
the property of the government, and 
yet to be paid for, as it has all been 
bought on credit, and which is almost 
worthless for every legitimate purpose, 
certain to involve upon the people a loss 
ultimately of at least from one hundred 
to one hundred and fifty millions of dol- 
lars, we should be free, not only from this 
enormous pecuniary loss, but we would 


time 
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not now be surrounded by the difficulties 
and dangers that crowd our financial 
horizon. Undoubtedly, the most unfor- 
tunate single decision ever made by the 
snpreme court of the United States was 
that which affirmed the legality of the 
legal tender act. Looking ahead, it is 
safe to say that no constitutional amend. 
ment is more needed than one which 
will distinctly and forever take away 
from the general government the right 
to issue any ‘‘ promise to pay” intended 
for circulation as money. 


SAFE FREE COINAGE, 


Free coinage and bi-metallism may or 
may not be desirable, but certainly they 
can be justly maintained only in one 
way, and that is by depriving coined 
metal of its legal tender quality. This 
done, it would be perfectly safe to open 
our mints to the free and unlimited 
coinage of both gold and silver, at the 
present ratio of 16 tor, The result would 
be, of course, that both gold and silver 
would circulate at their true market 
value, side by side, and the inconven- 
ience resulting from their being taken 
at their market, instead of legal tender, 
value would not be a fraction of what 
we are apt to apprehend. 

The fact is that, in connection with 
the coinage, the government has but 
one duty to perform. It should, by its 
Stamp, fix the weight and fineness of 
every coin, leaving its value to be fixed 
by commerce. The only excuse any 
government, in this enlightened age, 
can have for maintaining mints at all is 
to insure the weight and fineness of 
coin, in this way protecting the people 
against swindling; and, whenever any 
government undertakes, through and 
by way of the mint, to give 88 cents’ 
worth of any man’s property a general 





180 


purchasing power of 129 cents, that 
government becomes a robber and a 
swindler. 

No human intelligence is extensive 
enough—in fact, human understanding 
will never reach a point where it can 
determine the amount of money any 
given number of people require for 
business purposes, and it is this very 
fact which should at all times and for- 
ever withhold the power to control the 
volume of money in circuJation from 
legislatures, state or national. 

THE REMEDY. 

We have now reached a point where 
the suggestion of a remedy or remedies, 
of acure or cures, for our present un- 
satisfactory financial situation can be 
presented. Thecomplete solution, the 
perfect remedy, lies in our state and 
national banking systems. The best 
money is not that made from gold or 
silver, nor that issued dollar for dollar 
upon the deposit of bullion. On the 
contrary, from this time on to the end 
of human history the highest and best 
form of money intended for general 
circulation will be paper promises of 
banks promptly redeemable in gold or 
its equivalent, and secured amply by 
the deposit of interest-bearing bonds of 
recognized value and of the highest 
grade. I hold that the right to issue 
notes designed to circulate from hand 
to hand, based upon individual or cor- 
porate credit is a natural one, and the 
sole power of either state or national 
government is one of taxation and regu- 
lation. This power should be exercised, 
first, to produce revenue, and, second, 
to protect the people from abuses, impo- 
sition and fraud. The government of 
the United States has an undoubted 
right to tax the bank note issues of the 
states, but such taxation must be for the 
purpose of producing internal revenue, 
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and it must be just and equitable. The 
present federal law taxing state bank 
circulation 10 per cent. every time it is 
paid out, was a war measure justified 
only by the extraordinary conditions 
then prevailing; was not intended to 
raise revenue, but indirectly to create a 
market for United States bonds, and to- 
day any ordinary lawyer could go before 
the supreme court and successfully resist 
the collection of any money froma state 
bank of issue under this law. But as 
this would require time, it is clearly the 
duty of congress to pass a law relieving 
state bank circulation from the present 
unconstitutional tax placed upon it, and 
if any other is substituted, it should be 
for the production of revenue alone. A 
supreme court decision, or the passage 
of such a law as I say should be enacted, 
would result in the appearance, locally, 
of alarge amount of circulating notes 
issued by state banks and banking asso- 
ciations, authorized by the laws of the 
various commonwealths making up the 
American Union. 

This would forever set at rest the de- 
mand for what is called free coinage, 
and stop the periodic cry for govern- 
ment fiat paper money, as the people of 
the West and South would have it in 
their power, through their own legisla- 
tures, to increase the supply of money 
available for local purposes. Imme- 
diately upon the repeal of the law re- 
ferred to by congress, all parties except- 
ing those directly interested in the 
production and sale of silver bullion, 
would gladly consent to the cessation of 
government purchases of silver, and we 
would never again meet with the insane 
but disturbing cry for free coinage from 
any popular or numerous body. 


OBJECTIONS TO STATE BANK NOTES, 


I may as well anticipate here the ob- 
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jections that can be made to state bank- 
note circulation. It will be urged that 
it increases the risk of counterfeiting. 
This is true, but it is not a serious prac- 
tical matter. The improvements con- 
stantly making in the art of engraving 
are reducing this danger, and it would 
affect state bank circulation less than 
national bank notes. 

First. Because from their variety they 
will invite and compel closer scrutiny, 
and possible counterfeits would be dis- 
covered and exposed almost instantly. 

Second. Because the circulation of 
state bank notes would be limited to 
smaller sections of the country, and 
waichfulness against the art of the coun- 
terfeiter would be concentrated, which 
would increase the vigilance of local 
government, and result in quick ex- 
posure and prompt punishment. 

Third. Because every state bank would 
be pecuniarily, directly and deeply in- 


terested in throwing every safeguard 
around its notes for the prevention of 
counterfeiting in order to facilitate their 


circulation. On the whole, tieretore, 
it may be safely assumed that this ob- 
jection would be found to be more im- 
aginary than real. The next objection 
made would be that this circulation 
would be inferior in quality, and this 
class of objectors would naturally have 
much to say about wild-cat, red-dog 
money, and the like. There is no force 
whatever in this objection, for such 
notes not having any legal-tender qual- 
ities whatever, could not get into circu- 
lation anywhere, unless they were kept 
fully equal in quality to the four kinds 
of money now in universal circulation, 
which are gold, silver, national bank 
notes, and United States legal tender 
paper. The reflecting banker will see 
that this must be so, and his conclusion 
will be that the reinstatement of state 
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bank issues will not produce any un- 
current money, for it would be impos- 
sible now in 1892, or at any time here- 
after, to restore the situation that existed 
prior to 1860, 

The next objection which might be 
urged is very likely the last, and is 
based on the fear that exchange in 
various parts of the United States would 
go back to the old ante-bellum rates. 
There is no fear in this objection, be- 
cause, as already stated, state bank 
notes in the localities in which they 
circulated at all would have to maintain 
an absolute parity with the other four 
forms of money in common use every- 
where, and therefore the rate of ex- 
change on drafts purchased at one point 
in the country, for remittance to an- 
other, would in no way be changed by 
the restoration to the state banking 
institutions of the power to issue circu- 
lating notes. 


ADVANTAGES OF STATE BANK NOTES, 


The positive advantages of state bank 
circulation are numerous, and will sug- 
gest themselves at once to those who be- 
lieve an abundant supply of good circula- 
ting money or notes is desirable,and those 
who in the West and South have been 
advocating free coinage will see that 
state bank notes will provide them with 
a local circulation which will be perfectly 
safe, and which will have a tendency to 
remain close to the banks using it, which 
will cheat nobody, and which will meet 
every actual want or need. Instead of 
having, as we would under free coinage 
(atter driving out all gold), an exclusive 
silver circulation supplemented by gov- 
ernment notes, the whole worth, say 60 
per cent. of the nominal face value, we 
would retain, under this system in cir- 
culation, all the gold, silver and paper 
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money now in use, with the addition of 
all the state bank issues, and every rep- 
resentative of a dollar would be worth 
100 cents.. We may safely leave state 
banks and state bank circulation solely 
to the care, control and restrictions, 
which the various states would find 
absolutely necessary in order to have 
such notes circulate at all, and turn our 
attention to the changes which ought to 
be made in the national banking system. 

I say we may now turn to a consider- 
ation of the changes needed to make the 
national banking system more useful, 
more acceptable to the people and more 
profitable to those engaged in it, and 
which will promote its development and 
extension, while insuring its permanancy, 
without further discussion of the advan- 


tages or the disadvantages to follow the 
introduction of state bank circulation. 
Whatever may be your wishes, the future 
holds nothing more certain than that 


within a reasonable period, local state 
bank notes will appear, and their right 
to circulate being guaranteed by the 
constitution, they will be in common 
and general use in most, perhaps in all, 
of the states. 

Our national banking system is to-day 
the best in existence in the world; it 
represents all that is best and most 
worthy of survival in the various state 
banking systems existing before the 
war, and it has been greatly improved 
from time to time since, and it is prob- 
able that nearly all its good features 

‘ will be copied in the various states of 
the Union and applied to the creation, 
control and maintenance of state banks. 
It is manifestly to the advantage of the 
whole country that the national banking 
system should be perpetuated, and that 
state banking and national banking 
should run along side by side, competi- 
tors for the business and confidence of 
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the people. The result would be bene- 
ficial to both systems, and tend to bring 
each of them to, and maintain them at, 
the highest point of efficiency, usefulness 
and safety. 


CHANGES NEEDED IN NATIONAL BANKING 
SYSTEM. 


Comparatively few changes need be 
made in the national banking system, 
most of them, in fact, being changes in 
matters of detail. The great change 
required is a substitute for, or rather a 
proper addition to, the class of securities 
now accepted by the government for 
the circulating notes issued to the 
banks, 

I do 
your time discussing in detail this branch 
of the subject, and will state the changes 
that appear to me to be desirable, and, 
after I have finished, I will be very glad 
to reply to any questions which may 
arise in your minds, and to answer any 
criticisms on the proposed changes 
which may be made. I believe, with 
the fewest possible changes, and with, 
perhaps, no change whatever for the 
present, a bill now in the hands of the 
proper committee of the House of Rep- 
resentatives at Washington, would in- 
sure a continuation and development of 
the national banking system, and I will 
therefore quote it here, commencing 
with the enacting clause, and ending 
with the last section, merely saving that 
if it is decided that the taxation of state 
and national bank-note currency, for 
purposes of revenue, is not needed, then 
the rate of taxation mentioned in section 
4 is much too great, and should be cut 
down very materially on national bank 
circulation, leaving it, however, ample 
to reimburse the government for its ex- 
penses in connection with the conduct- 


not wish to consume much of 
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ing of its control and management of 
the system. In such an event, no tax 
whatever for the federal government 
should be placed on state bank notes. 
The tax of 10 per cent. upon all circula- 
tion of national banks in excess of 180 
per centum of the paid-in capital, I would 
not alter, however, as the circulation 
beyond that limit is intended for emer- 
gency purposes; to provide an instant 
remedy for panicky conditions, and the 
tax on it should be kept very large, in 
order to insure the prompt withdrawal 
from circulation of notes issued under 
such conditions as soon as the emergency 
passed away. With this explanation, I 
proceed to read the bill; a bill which 
would produce an ideal banking system. 


PROVISIONS OF THE BILL, 


A bill to provide for the issue of cir- 
culating notes of national banking as- 


sociations upon securities other than 
United States bonds, equality of tax- 
ation upon the circulating notes of 
national and state banks, and for other 
purposes, 


Be it enacted by the Senate and 
House of Representatives of the United 
States of America in Congress assembled 
that the United States shall not hereafter 
guarantee the payment of circulating 
notes issued by any national banking as- 
sociation. 

Sec. 2. That there shall be no limit to 
the amount of circulating notes which 
any national banking association may 
issue, except that such notes shall at no 
time exceed go per cent. of the par value 
of the bonds deposited to secure the 
same by such association. 

Sec. 3. That every national banking 
association, after the same has been 
fully organized, may at all times have 
on hand, in the custody ot the comp- 
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troller of the currency, such amount of 
its circulating notes ready for issue upon 
the deposit of the securities, as herein- 
after provided, with the treasurer of the 
United States, as shall not at any time 
exceed the par value of its paid-up cap- 
ital stock. 

Sec. 4. That every state bank, state 
banking association, or bankers ex- 
pressly authorized under state statute to 
issue circulating notes shall pay a tax 
upon such notes at the same rate as that 
paid by national banking associations, 
and no more, and every such national 
banking association, state bank, state 
banking association, or banker, shall 
pay a tax upon the circulating notes is- 
sued by them and in circulation at the 
rate of 1 per centum per annum upon 
the average amount of the same, not 
exceeding go per centum of the capital 
stock actually paid up in cash, 2 per 
cent. per annum upon the average 
amount of such notes in excess of go 
per cent. and not exceeding 180 per 
cent. of said capital, and 1o per cent. 
upon the average amount of such notes 
in excess of 180 percent. of said capital. 
Such taxes shall be payable semi-annual- 
ly, and shall be collected by the internal 
revenue collectors of the United States. 

Sec. 5. That in addition to the United 
States bonds now required by law to be 
deposited with the treasurer of the 
United States to secure the circulating 
notes of national banking associations, 
the comptroller of the currency is hereby 
authorized and required to accept regis- 
tered bonds issued by any railroad cor- 
poration or city in the United States, 
and deposit the same with the treasurer 
of the United States in behalf of any 
such association as security for its circu- 
lating notes, subject to the following 
restrictions: 

First.—The principal and interest of 
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all such bonds shall, in expressed terms, 
be payable in gold coin of the United 
States. 

Second.—All such bonds must have 
been continuously listed upon such reg- 
ular stock exchange, located ina city of 
the United States having a population 
of not less than 500,000, for at least five 
years. 

Third.—No bond shall be accepted 
upon which payment of interest has at 
any time been in default, or which at 
any time within three years prior to the 
date of its offer for acceptance has sold 
publicly upon any stock exchange where 
it was listed for less than 105 cents on 
the dollar of its face value. 

Fourth.—No bond shall be accepted 
if the total tax levy of the city issuing it 
exceeds 2 per centum per annum. 

Fifth—No railroad bond, not regu- 
larly secured by mortgage upon the 
road-bed and track, shall be accepted. 

Sixth.—No association shall be per- 
mitted to have more than 20 per centum 
of its bonds on deposit of the issue of 
any one railroad corporation or city. 

Seventh.— Whenever any class of 
bonds on deposit has been publicly sold 
below par for a period of thirty days 
upon any stock exchange where listed, 
the comptroller shall require a bond to be 
substituted which will in all respects 
meet the requirements of this act. 

Eighth.—Whenever any railroad cor- 
poration which was paying dividends 
upon its stock when its bonds were ac- 
cepted by the comptroller, ceases to pay 
dividends, the substitution of other and 
proper bonds shall be required. 

Sec. 6. That the comptroller, with the 
consent of the secretary of the treasury, 
shall have the right to reject any class of 
bonds he sees fit, and to require proper 
substitution for any already on deposit 
considered undesirable. 
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Sec. 7. That no association shall here- 
after be required to keep on deposit 
with the treasurer of the United States 
any further security or fund forthe pay- 
ment of its circulating notes than those 
provided tor and required by this act. 

Sec. 8. That any president, vice-pres- 
ident, manager, secretary, treasurer, or 
other officer of any interstate railroad, 
who shall knowingly issue, or permit to 
be issued, any false statement of the 
earnings, expenses, or condition of the 
road he is officially connected with, shall 
be subject to indictment and trial in any 
court of the United States, and if found 
guilty shall be imprisoned at hard labor 
for not less than ro years nor more than 
20 years, and be subject to a fine in ad- 
dition of not more than $100,0co. 

Sec. 9. That for the further protection 
of the holders of circulating notes, the 
United States shall have a first lien upon 
the assets of each association tor the 
payment of its notes, in addition to the 
bonds deposited with the treasurer of 
the United States as security. 

Sec. 10. That a fund of $1,000,000 
shall be created out of the taxes collected 
under this act from national banking as- 
sociations and shall be maintained from 
the same source. and if the proceeds of 
the bonds deposited to secure the circu- 
ting notes of an association and the 
first lien upon the assets together are 
insufficient to redeem the outstanding 
notes of the association, then the de- 
ficiency shall be made good from this 
fund. 

Sec. 11. That when an association has 
been placed in the hands of a receiver, 
its circulating notes shall cease to be re- 
ceived in payment of any obligation due 
and payable to the United States. 

Sec. 12. That all present law in con- 
flict or inconsistent with the provisions of 
this act shall be, and hereby is, repealed. 
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STATE AND NATIONAL BANKS IN HEALTHY 
RIVALRY. 

I am convinced that the two systems, 
national and state, would work along- 
side with each other in perfect harmony, 
each affecting the other advantageously. 
That there would bea rivalry between 
the two systems is apparent, but such 
rivalry would be of the most whole- 
some and healthy character, and highly 
beneficial in its results, and I believe, 
further, that if the bill which I have 
just finished presenting to you were 
to become the law of the land, the next 
twenty-five years would witness very 
few changes in it. I predict, too, that 
within less than a quarter of a century, 
most of the banking in enlightened 
countries in the world would be mod- 
elled after our national banking system, 
when amended as proposed. That it 


would wondertully improve the manage- 
ment of the railroads of the United 
States and increase the safety of all who 


invest in their securities, is a collateral 
advantage, a result of no mean propor- 
tions, remembering, as we should, that 
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the railroad interest of the United States 
is the most important single industry in 
it aside from agriculture, and anything, 
therefore, which makes it more stable 
and which throws more publicity upon 
it and enforces greater responsibility in 
its management, is a distinct improve- 
ment and of very great value and profit 
to the nation, 

I state as a fact that, had the class of 
bonds provided for in the bill just read 
been accepted as security for national 
bank notes from the date at which the 
first national bank note was printed, not 
a dollar of loss would have resulted to 
this government or to a note holder, 
notwithstanding we have passed through 
a great war; through panic after panic, 
and through commercial revulsion after 
revulsion. The government guaranty 
upon notes so secured would be as unnec- 
essary as gilding on a gold dollar, and 
you notice the bill puts a stop to it, but 
on the broad principle, however, that 
the United States should cease lending 
its credit to any bank or corporation 
whatever. 
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CURRENT LEGAL DECISIONS. 


pais department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 


rectors. 


The experiences they disclose are likewise worthy the careful attention and study of the merchant, 


the depositor, and the bank student seeking advancement. Further information regarding any case published 


herein, will be furnished on application. 


LIABILITY OF NON-TRADING PARTNERSHIP ON DISCOUNTED 
PAPER. 


U. S. Supreme Court, May 16, 1892. 


DowLING v. 


1. A partnership organized ‘for the purpose of car- 
rying on the business of sawing lumber, pickets and 
lath ” is * nontrading ”’ in character, and an individual 
partner has noright, asa matter of law, to execute a 
note in the name of the firm without the knowledge 
of his copartners, in the absence of express authority, 
or a course of dealing from which such authority can 
be presumed. 

2. The question as to whether a nontrading firm is 
estopped from denying liability on a firm note made 
by one of the partners for his personal use, and with- 
out authority, is for the jury, since it depends upon 
the facts indicating the nature and course of business 
in relation to such matters. 

30 Fed. Rep. 412, reversed. 

In error to the circuit court of the 
United States for the western district of 
Michigan. 

An action on promissory notes brought 
by the National Exchange Bank of Bos- 
ton against F. H. White, George E. 
Dowling, and Edward P. Ferry, trading 
as F. H. White & Co. A verdict was 
directed for plaintiff, (see 30 Fed. Rep. 
412,) and judgment entered thereon. 
Defendant Dowling bringserror. Re- 


versed. 
STATEMENT BY MR, JUSTICE HARLAN, 


Edward P. Ferry, of Grand Haven, 
Mich., and George E. Dowling and 
Frank H. White, of Montague, in the 
same state, entered, February 1, 1873, 
into written articles of copartnership, 
‘*for the purpose of carrying on the 
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business of sawing lumber, pickets and 
laths at the said village of Montague, in 
the steam sawmill lately there erected,” 
the name of the firm being F. H. White 
& Co., and the partnership to continue 
for the full term of five years, unless 
sooner dissolved by agreement. Of the 
capital of the firm, Ferry contributed 
one-half, and Dowling and White one- 
fourth each. 

By the written terms of the partner- 
ship, no part of the capital was to be 
diverted or used by either partner, 
otherwise than in the business; the 
profits and losses were to be shared ac- 
cording to their respective interests; 
Ferry and Dowling were to have the 
care and charge of securing the sawing 
for the mill; the supervision of the finan- 
cial part of the business, and of the 
firm’s books, to be divided between them 
as they might agree, without charge for 
their services; and White was to have 
full management of the work of sawing, 
of hiring and discharging of men, and 
fixing their wages, keeping double-entry 
books, which should be open at any 
time for the inspection of the partners, 
and receiving for his services $1,000, to 
be paid by the firm. It was further 
provided that the books of the firm 
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should be closed as of January 31st, in 
each year, the profits then to be ascer- 
tained and passed to the credit of the 
respective partners, and applied in a 
specified way. 

At the date of the several transactions 
out of which this litigation arose, there 
was a firm, Ferry & Bro., at Grand Ha- 
ven, Mich., engaged in business as 
manufacturers of and dealers in lumber 
and shingles. It was composed of Thos. 
W. Ferry and Edward P. Ferry. 

The present action involved the ques- 
tion of the liability of F. H. White & 
Co, upon three promissory notes, bear- 
ing date, respectively, Montague, Mich., 
October 17, 1882, November 27, 1882, 
and January 15, 1883, and for the re- 
spective sums of $5,288.75, $5,100.73, 
and $5,391.90, and payable, each, four 
months after date, to the order of Ferry 
& Bro., ‘‘at the National Exchange 
Bank, Boston, Mass., value received.” 
Each note was indorsed by Thomas W. 
Ferry, in the name of Ferry & Bro., and 
was sold by him, acting in the name of 
his firm, to the bank. Neither White 
nor Dowling—whose firm continued in 
business under the above articles of 
partnership until May 31, 1883—had any 
knowledge of the existence of these 
notes until after their respective maturi- 
ties, nor until shortly before the com- 
mencement of this action. Neither au- 
thorized the notes to be given, They 
were gotten up by Thomas W. Ferry, 
with the aid of Edward P. Ferry and 
one Thompson, the book-keeper of Ferry 
& Bro., the latter acting under the di- 
rection of Thomas W. Ferry. The pro- 
ceeds were used for the benefit of 
Thomas W. Ferry, or of his firm, The 
firm name of F. H. White & Co. to each 
note was signed by Edward P. Ferry, 
who did not communicate to White and 
Dowling that he had done so. 
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Separate actions having been brought 
by the bank upon the notes, they were, 
by consent, consolidated. Before the 
order of consolidation was made Dowl- 
ing filed in each action his affidavit, 
stating that ‘‘ on the 17th day of Octo- 
ber, 1882, he was, and still is, a member 
of the copartnership firm of F. H. White 
& Co., of Montague, Mich. ; that said 
firm was at that time, and still is, com- 
posed of Edward P. Ferry, Frank H. 
White and this deponent as copartners ;” 
that ‘‘he never executed the promissory 
note, a copy of which was served upon 
him with the plaintiff's declaration ;” 
that ‘‘the signature thereto is not in the 
handwriting of this deponent; that said 
promissory note was not executed by 
any person having authority to bind this 
deponent, or to bind the said defend- 
ants, Edward P. Ferry, Frank H. White 
and this deponent, jointly upon said 
promissory note.” 

A verdict was returned in favor of the 
plaintiff for $17,791.45, the court saying 
to the jury: ‘‘Regretting very much 
that these defendants, White and Dowl- 
ing, who alone make defense here, are 
in such a situation that they must suffer 
from the wrongdoing of their associate, 
the court is unable to relieve them with- 
out violating principles of law which are 
essential to the security of mercantile 
business, and violating also the rights of 
parties innocent of the wrong. As there 
is, in the opinion of the court, no ques- 
tion of fact about which there is any 
conflict in the evidence, the court holds 
that, giving effect to the testimony, the 
plaintiff is entitled to a verdict, and you 
are instructed to find accordingly against 
all the defendants.” The opinion which 
preceded this charge is reported in 30 
Fed. Rep. 412. 

Judgment having been rendered upon 
the verdict, a severance was duly had 
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between the defendants, so as to author- 
ize a writ of error in the name of Dowl- 
ing alone. 


M. Brown and J. C. Fitzgerald, for 
plaintiff in error, Z. D. Norris and 
Mark Norris, for defendant in error. 


Mr. Justice HaRLan, after stating the 
facts in the foregoing language, deliv- 
ered the opinion to the court. 

It is not disputed that the execution 
by Edward P. Ferry, in the name of F. 
H. White & Co., of the notes in suit, was 
without express authority of his part- 
ners, and that neither of the notes was 
given or used in the business of that 
firm. The primary question, therefore, 


is whether, for the protection of the 
plaintiff, a dona fide purchaser for value, 
it will be conclusively implied, as matter 
of law, from the nature or course of the 
firm’s business, that Edward P. Ferry 
had authority from his partners to make 


those notes or either of them. 

Mr. Justice CLirFoRD, speaking for 
the court in Ximébro v. Bullitt, 22 How. 
256, 268, said that ‘‘ wherever the busi- 
ness, according to the usual mode of 
conducting it, imports, in its nature, the 
necessity of buying and selling, the firm 
is then properly regarded as a trading 
partnership, and is invested with all the 
powers and subject to the obligations 
incident to that relation;” citing, among 
other cases, Winship v. Bank, 5 Pet. 529, 
561. Mr. Justice Story said that the 
doctrine that each partner may bind the 
firm by bills of exchange, promissory 
notes, and other negotiable instruments 
is generally limited to partnerships in 
trade and commerce, and does not apply 
to other partnerships unless it is the 
common custom or usage of such busi- 
ness to bind the firm by negotiable in- 
struments, or it is necessary for the due 
transaction thereof. Story, Partn. § 102a. 
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In /rwin v. Williar, 110 U.S. 499, 505; 
4 Sup. Ct. Rep. 150, Mr. Justice Mart- 
THEWS, speaking for the court, said: 
“The liability of one partner, for acts 
and contracts done and made by his co- 
partners, without his actual knowledge 
or assent, isa question of agency. If 
the authority is denied by the actual 
agreement between the partners with 
notice to the party who claims under it, 
there is no partnership obligation. If 
the contract of partnership is silent, or 
the party with whom the dealing has 
taken place has no notice of its limita- 
tions, the authority for each transaction 
may be implied from the nature of the 
business according to the ordinary and 
usual course in which it is carried on by 
those engaged in it in the locality which 
is its seat, or as reasonably necessary 
or fit for its successful prosecution. If 
it cannot be found in that, it may still be 
inferred from the actual though excep- 
tional course and conduct of the busi- 
ness of the partnership itself, as person- 
ally carried on, with the knowledge, 
actual or presumed, of the partners 
sought to be charged.”” Again: ‘‘What 
the nature of that business in each case 
is, what is necessary and proper to its 
successful prosecution, what is involved 
in the usual and ordinary course of its 
management by those engaged in it, at 
the place and time where it is carried 
on, are all questions of fact to be decided 
by the jury, from a consideration of all 
the circumstances which, singly or in 
combination, affect its character or de- 
termine its peculiarities; and from them 
all, giving to each its due weight, it is 
its province to ascertain and say whether 
the transaction in question is one which 
those dealing with the firm had reason 
to believe was authorized by all its 
members. The difficulty and duty of 
drawing the inference suitable to each 
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case from all its circumstances cannot 
be avoided or supplied by affixing or 
ascribing to the business some general 
name, and deducing from that, as a 
matter of law, the rights of the public 
and the duties of the parties.” 

It is very clear that the articles of 
agreement between Ferry, White and 
Dowling did not create a partnership, 
each member of which had, under the 
settled rules of commercial law, and as 
between the firm and those dealing with 
it, authority to give negotiable paper in 
its name. The firm was of the class 
denominated in many adjudged cases 
as nontrading or noncommercial firms, 
the members of which could not be held, 
as matter of law, and by reason of the 
nature of the partnership business, to 
have authority to execute negotiable 
instruments in the name of the firm. 

We quite agree with the learned judge 
who presided at the trial that the liabil- 
ity of a partnership upon negotiable in- 
struments, executed by one partner in 
the name of the firm, exists, not only 
where the firm is a trading or commer- 
cial partnership, but ‘‘ where the actual 
course of business pursued adopts the 
practice of issuing the mercantile paper 
of the firm to accommodate its necessi- 
ties or convenience whenever the occa- 
sions occur.”’ But the difficulty in this 
case is that the jury were not permitted 
to determine, from a consideration of 
all the circumstances of the case, what, 
in view of the admitted nature of the 
business of F. H. White & Co., was 
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necessary and proper to its successful 
operation, what was involved in the 
usual and ordinary course of its man- 
agement by those engaged in it, or what 
should be inferred from the actual course 
and conduct of the partnership, so far 
as it was known, or ought reasonably to 
have been known, to the parties sought 
to be charged with liability on the notes 
in suit. Wedo not deem it necessary 
to make a detailed statement of the nu- 
merous facts disclosed by the evidence, 
or to suggest what inference might be 
drawn from them. It is sufficient to say 
that the issue as to whether the defend- 
ants were estopped to dispute the au- 
thority of Edward P. Ferry to make the 
notes in suit, in the name of F. H. 
White & Co., was one peculiarly for the 
jury, under all the facts indicating the 
nature, necessities and course of busi- 
ness of the firm, and under proper in- 
structions from the court as to the legal 
principles by which they should be 
guided in determining the case. 

We think the court erred in holding, 
as matter of law, that the jury were not 
at liberty, under any view of the facts, 
to find for the defendants. It seems to 
us that a verdict in their favor would 
not have been so palpably against the 
evidence as to have made it the duty of 
the court to set it aside and grant anew 
trial, 

The judgment is reversed as to the 
defendant Dowling, who alone prose- 
cutes this writ of error, with directions 
to grant him a new trial. 
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LIABILITY OF SURETY 


ON CASHIER’S BOND. 


Supreme Court of Pennsylvania, July 13, 1892. 


SHACKAMAXON BANK v. YARD. 


® The fact that a person who has been elected cash- 
ier of a bank, and who has given bond for the faithful 
performance of his duties as such, afterwards under- 
takes for an added compensation to keep the book 
known as the “individual ledger,” does not effect such 
achange in his duties as to discharge the surety in 
case of embezzlement. Telegraph Co. v. Lennig, 21 
Atl. Rep. 162, 139 Pa. St. 594, distinguished. 

2. The undertaking of a surety on an official bond, 
expressed as being for himself, ‘‘ his heirs, executers, 
and administrators,” so long as the principal may be 
employed, is not affected by the death of the surety. 


Appeal from court of common pleas, 
Philadelphia county. 

Suit by the Shackamaxon Bank 
against Mary E. Yard, executrix of C, 
S. Murphy, deceased, upon a bond given 
by Thomas L. Huggard, cashier of the 


said bank, and C. S. Murphy, surety, 
conditioned for the faithful performance 


of duty by the cashier. Judgment for 
plaintiff. Defendant appeals. Affirmed. 

A. W. Horton and Alex. Simpson Jr., 
for appellant. &. C. McMutrie, for ap- 
pellee. 

Wituiams, J. This case was here in 
1891, and is reported in 143 Pa. St. 129, 
22 Atl. Rep. 908. The question then 
presented was whether a formal re- 
election of the cashier each year was 
necessary in order to the liability of the 
sureties on his official bond. The learned 
judge of the court below was of that 
opinion, and accordingly entered judg- 
ment in favor of the defendant. The 
plaintiff appealed, assigning the ruling 
upon this question as error. We sus- 
tained the assignment, and sent the 
case back for another trial. The result 
of the last trial was a verdict and judg- 
ment in favor of the plaintiff, and the 


defendant is now the appellant. He 
contends that he is discharged from all 
liability on his bond because the bank 
had increased the duties of the cashier 
without his consent, and before the em- 
bezzlement complained of was com- 
mitted. The general proposition on 
which he relies is found stated in the 
defendant’s eighth point, as follows: 

(8). ‘‘ Any permanent, material alter- 
ation in the cashier’s duty, without the 
consent of the surety, discharges him 
from liability.”” The court declined to 
instruct the jury as requested, and this 
action is the subject of the third assign- 
ment of error. 

A case might be presented in which 
the duties of an officer or employe might 
be so changed as to make it inequitable 
to hold his sureties for an act occurring 
after the change had taken place; but 
that would depend on the character of 
the change, and not on the mere fact 
that a change had been made. In this 
case it appears that Huggard was elected 
cashier, and gave the bond now sued on 
as security for the faithful performance 
of the duties of his office. Subsequently 
he proposed to keep the individual 
ledger, in addition to doing his work as 
cashier, for an additional sum of $500 
per annum. To this the directors agreed, 
and the extra work done by him as a 
bookkeeper under this agreement is the 
basis of the allegation that a material 
alteration has been made in his duties 
as cashier that should relieve his sureties 
from liability. 
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The proofs show that, as cashier, 
Huggard embezzled and aided others to 
embezzle a large amount of the bank’s 
money. It is not denied that he is liable 
to the bank for his breachof duty. The 
sureties admit that their principal has 
broken the condition of the bond, and 
that their liability would be fixed if the 
circumstances on which they rely to 
show their discharge from such liability 
did not exist. The contention is that 
the fact that Huggard performed other 
services for the bank than those involved 
in or belonging to the office of cashier, 
is, per se, a discharge of the sureties 
from their undertaking for his faithful 
performance of his official duties. This 
position is thought to find support in 
the recentcase of Zelegraph Co. v. Lennig, 
139 Pa. St. 594, 21 Atl. Rep. 162, In 
that case one had been employed as 
bookkeeper, and had given a bond, with 
sureties, to secure his employers against 


loss by his want of fidelity in the per- 


Afterwards he 
was made cashier pro tempore, and a few 
days later he was appointed to that 
office. While acting under the fro tem- 
pore appointment, he embezzled money 
belonging to his employers. To conceal 
the crime so committed, he made false 
entries in the books. An action was 
brought upon the bond given on his ap- 
pointment as bookkeeper, to recover 
for his embezzlement as cashier fro tem, 
The sureties defended on the ground 
that the money sought to be recovered 
from them was lost by reason of the 
embezzlement of the cashier, and not by 
reason of any act of the bookkeeper as 
such. This court held that, if the fact 
was as the sureties alleged, they were 
right in their legal position; but, as the 
embezzlement occurred before their 
principal was duly appointed cashier, 
the capacity in which he was acting at 


formance of his work. 
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the time was a question for the jury, on 
which the sureties had a right to be 
heard. In the opinion delivered by our 
late Brother CLarK, it is said: ‘‘Neither 
the imposition of additional, distinct, 
and consistent duties, nor the appoint- 
ment of the principal to an additional 
office, would necessarily relieve the 
surety on his bond, if the new duties or 
the new office have no such connection 
with the old as to interfere with or 
affect the original employment.” The 
bookkeeper, as such, had no access to 
the funds of his employer. When he 
was put in charge of them as cashier he 
had new duties and responsibilities put 
upon him, which were not in contem- 
plation of his sureties when they entered 
into their undertaking on his behalf. If 
his default was in the discharge of his 
new duties, and these were not such as 
in the temporary absence or removal of 
a cashier were incidental to his employ- 
ment, until a new cashier could be se- 
cured, then his sureties were not liable. 
If, on the other hand, his duties under 
his pro tempore appointment were such 
as are incidental to an employment as 
bookkeeper, then their liability on their 
bond was not relieved against, and the 
plaintiff was entitled to recover. This 
does not support the position contended 
for inthiscase. Huggard’s appointment 
was to the office of cashier. The de- 
fendants gave their bond to secure his 
fidelity in the performance of the duties 
of that office. It was as cashier that he 
embezzled and misappropriated funds 
that it was his duty to deal honestly 
with, so that the breach of the condition 
of the bond, was conceded. The extra 
work done by him on the books, by 
virtue of his employment to keep the 
individual ledger, was the sole reliance 
of the defendants, But what change 
did this extra work make in his duties 
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as cashier? It did not affect his custody 
of the money of the bank. It did not 
increase his responsibilities as an officer, 
or his opportunities for embezzlement. 

The most that it suggested is that it 
might afford some help in the temporary 
concealment of his crime. Under the 
rule laid down in Zelegraph Co. v. Lennig, 
supra, this is not enough. The new 
duties or the new office must be such as 
to interfere with or modify the old. If 
they are not, the sureties cannot com- 
plain. It is not enough that some change 
in the work of the appointee, the prin- 
cipal, has been made. It must also 
appear that the change was such as to 
interfere with or modify the duties for 
the faithful performance of which the 
sureties are bound, so as to make it in- 
equitable to enforce their undertaking 
upon a state of facts not within the con- 
templation of the parties when it was 
made, The first, second and third as- 


signments are not sustained. 

The remaining assignments relate to 
the effect of the death of the surety 
upon his liability under the facts of this 


case. The subject was discussed on the 
first trial in the court below, and the 
point was ruled against the defendant. 
As the defendant did not then appeal, 
the question came only incidentally be- 
fore us at that time; but the holding 
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that, notwithstanding the want of a for- 
mal re-election of the cashier, the lia- 
bility of the sureties continued to the 
end of his term of service, might be 
properly regarded as covering the ques- 
tion now raised. The surety had under- 
taken for himself, ‘‘ his heirs, executors 
and administrators,’”’ to be responsible 
for Huggard’s honesty in the office of 
cashier during the entire time of his em- 
ployment as such, whatever that time 
might be. Under Pleasanton’s Appeal, 
75 Pa. St. 344, the obligation contained 
no stipulation authorizing the termina- 
tion of the relation between the principal 
and the bank by notice, If the bank 
had refused to retain Huggard, and put 
some one else in his place, the surety 
thereafter would have ceased to be liable, 
because his principal had ceased to be 
liable,—because his principal had ceased 
to be cashier; but, so long as he re- 
mained in the employment of the bank 
in that office, under whatever election 
or form of organization, the liability of 
the surety was by express words to re- 
main. The parties contemplated a per- 
manent relation. The bond provided for 
it in apt words, and we see no reason 
why the liability should not be enforced. 
The assignments relating to this ques- 
tion are not sustained and the judgment 
is affirmed. 
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ABSTRACTS AND NOETS OF CASES. 


Validity of Insolvent Assignment by Bank Directors 


National Bank of Commerce v. Shumway, Assignee of Bank of Lyons. 


There were seven directors of a bank organ- 
On account of 
the bank being insolvent, the exigency demand- 
ed immediate action to save the property and 
to save expense. Three of the directors were 
S., one of them, had sold his 
stock, and had done nothing with the bank for 
several years. G., one of the directors, was 
traveling, and his whereabouts unknown, The 
third, W., lived in another state, but was inacces- 
Neither of the three 
absent directors could be reached by notice of 


ized under the laws of Kansas. 


nonresidents. 


sible for immediate notice. 


the meeting of the directors in time to attend 
the same. The four remaining directors, being 
a quorum, called a meeting of the board of 
directors, and passed a resolution authorizing 
the president and secretary of the bank to 
assign all its property to R. B. S., for the bene- 
fit of its creditors, after which a deed of assign- 
ment was executed in due form and properly 
filed. Subsequently, two of the absent directors, 
G. and W., recognized the assignment by at- 
tending and participating in the election of an 
assignee, as provided by the law. Neither the 
bank as acorporation, nor any director,objected 
to the assignment. 

The National Bank of Commerce instituted 
mandamus proceedings against the assignee to 
compel him to discharge his duty as such. 
HeELb, that, under all the circumstances, the 
deed of assignment cannot be declared to be 
wholly void. 

‘* The general rule is that the directors of a 
bank or other corporation have no implied 
authority to act singly; they can act only as a 
board. Itis also the general rule that, where 
no provision is made in the statute or in the by- 
laws of a bank or corporation for the notice 
required for regular meetings of the directors, 
or the mode of calling special meetings, all 
meetings must be called by special notice, to be 
given to each director.” 

But the court declares that under all the cir- 
cumstances, and in view of the exigencies of the 


Supreme Court of Kansas, July 8, 1892 


case, the deed of assignment is not to be de- 
clared invalid because the absent directors were 
not notified of the meeting. A similar case is 
CHASE V. TUTTLE, 55 Conn. 455. The assignee 
having been properly selected by the creditors 
of the bank and having taken charge of its 
assets and property, the court declares, should 
proceed with his duties as assignee and comply 
with the law. A peremptory writ of mandamus 
was issued. 


General or Special Deposit. 


Mutual Accident Association v. Jacobs, 


ciat Supreme 
Court of Illinois, May 12, 1892. 


One reason why it is important to know 
whether a deposit is a general or special one, is 
to determine, when the banker fails, whether 
the depositor is to be paid in full, or is only to 
take dividends with the other creditors. In 
this case, S. A. Kean & Co., the Chicago private 
bankers, went on an appeal bond forthe Mutual 
Accident Association, and the association de- 
posited $6,000 with them as security. A certi- 
ficate of deposit was issued, stating the object of 
the deposit; that the money was to be held as 
security; and to be returned. The money was 
paid to Kean & Co, by check, which they col- 
lected, and, with the Association’s knowledge, 
mingled the proceeds with their funds and used 
it in their business. Kean & Co. failed. 

The circumstances are held by the court to 
take the deposit out of the category of a special 
deposit or trust fund, and make it a general 
deposit, respecting which the Mutual Accident 
Association occupies the position of a general 
creditor. 


National Banks as Depositaries of City 
Funds in Kansas. 


Interstate Nat. Bank v. Ferguson, Treasurer, Supreme 
Court of Kansas, June 11, 1892. 


The following points decided by the Kansas 
supreme court, will be of local interest: 
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1. Moneys paid to the city treasurer under the 
provisions of section 189 of the first-class city 
act are city funds, or, in other words, funds 
belonging to the city. 

2. And for the purpose of designating a bank 
as a depositary for them they are under the 
control of the mayor and council; but, when 
they are deposited in the bank designated by the 
mayor and council, they are still subject to the 
order of the board of police commissioners to 
the same extent as they were when they were 
held by the city treasurer. 

3. Section 87 of the first-class city act, which 
provides for the mayor and council designating 
a bank as a depositary for the public money of 
the city, is not unconstitutional or void. 

4. A national bank may be a depositary for 
such funds, and may lawfully agree to pay 
interest on the deposits and to give a bond for 
their security. 


Effect of Usury in Subsequent Note. 


Stone v. State, Supreme Court of Arkansas, June 11, 
1892. 

In settlement of an account for goods bought, 
a note was given bearing usurious interest. The 
merchant, recognizing the note to be void for 
usury, brought suit on the original demand. 
The maker claimed the note was a satisfaction 
of the account, and plead usury. The court 
holds that the original demand was not affected, 
and can be recovered. 


Protest Under the Saturday Half-Holi- 
day Law. 
Sylvester v. Crohan, New York Supreme Court, gen- 
eralterm, first department, March 31, 1892. 

Crohan, of Savannah, Ga., drew a sight draft 
on Abraham Backer 
(drawee and payee being residents of New 
York). Sylvester received the draft through the 
mail, Friday, July 31. 1891, at If a.m., and 
when received deposited it in the Importers’ & 
Traders’ National Bank of New York, and re- 
turned the note for which it 
Crohan. 

The bank’s messenger presented the draft to 
Backer on Saturday, August I, 1891, between 
10 and 10:30 a.m. and was directed to leave 
notice and present again Monday. On Monday, 
August 3, draft was presented again, protested, 
and notice of protest mailed to Savannah. 


in favor of Sylvester, 


was given to 
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Crohan being sued as drawer, by Sylvester 
contended that payment of the draét was lost by 
the plaintiif’s laches, and the defendant was 
thereby discharged from liability. 

The court holds that the transaction falls 
within the provision of $1, Chap. 289 Laws of 
1887 (making Saturday a half-holiday) and pro- 
viding ‘‘that for the purpose of protesting or 
otherwise holding liable any party to any bill of 
exchange, check, or promissory note which 
shall not have been paid before twelve o’clock 
noon on any such half-holiday, the demand of 
acceptance or payment thereof may be made 
and notice of protest or dishonor thereof may be 
given on the next succeeding secular day.” 
The court says: 

‘* The plaintiffs were bound to present the 
note for payment on the day succeeding the day 
on which it was received. It was presented for 
payment on Saturday and not paid, and by the 
provisions of the statute the plaintiffs had until 
the next succeeding secular or business day 
upon which to present a formal demand and 
protest and give notice thereof to the drawer, 
and this provision having been complied with, 
we think the drawer was properly held.” 


Banker Obtaining Money Under False 
Pretenses. 


Commonwealth v. Schwartz, Kentucky Court of Ap- 
peals, January 23, 1892. 

A bank officer, by a known false statement of 
the condition of the bank, obtained a loan of 
money to his bank which it had collected from a 
customer and had in its possession. 

The officer is declared guilty of the crime of 
obtaining money by false pretenses under the 
Kentucky statute. The fact that the PpossEssIoN 
of the fund was not obtained by the false pre- 
tense does not render the officer guiltless under 
the statute, Where the title to the property may 
pass without a delivery of the possession, the 
crime is completed if such title is obtained by a 
false pretense. 


Enforceability of Note Based on Tran- 
saction in Futures. 


Farmers’ and Drovers’ Bank v. Unser, 
Superior Court, May 4, 1892. 


Kentucky 


The following decision will interest discount- 
ing bankers in Kentucky as it shows when a 
note, based on a transaction in futures is void; 
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and when so void, the liability of indorsers 
thereupon, notwithstanding. 


CONTRACT FOR FUTURE DELIVERY VALID. 


The court declares: ‘‘A contract of sale for 
the future delivery of grain or other produce is 
valid, and such contract, by agreement or by 
the regulations of the boards of trade in the 


country, may be transferred from one party to 
another.” 


WHERE SUCH CONTRACT VOID. 


‘*But where such contracts are entered into 
for the sole purpose of speculating in futures, 
with the intention of paying or receiving the 
difference between the contract price and the 
market price on the day for delivery, and not 
of delivering the thing sold, the contract be- 
comes a wager, and neither party to it can have 
any standing in court.” 


PRESENT TRANSACTION, 

In the present case, the purchase by the 
maker of the note of from 5.000 to 10,000 bushels 
of wheat at a time when he was a clerk on a 
salary and owned no property, is held to point 
to the conclusion that the purchase was a gam- 


bling transaction and the note given for losses 
is held void on that account. 
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DEFENSE OF VOID NOTE AGAINST INNOCENT HOLDER 
BANK, 


Upon this point the court holds: In Lyons v. 
HoGpEN & MILLER, to Ky. L. R. 271, this court 
held that sec, 1, art. 1, chap. 47, Gen. Stat. 
which provides ‘‘that every contract for the 
consideration in whole or in part of money or 
other thing, won, lost or bet at any game, sport, 
pastime or wager, shall be void,” embraces 
gambling in futures. 

‘*The whole current of authority is that the 
obligor may insist upon the illegality of the 
contract or consideration, notwithstanding the 
note is in the hands of an innocent holder for 
value, in all those cases in which he can point 
to an express declaration of the legislature that 
such illegality makes the contract void.” 


BUT INDORSER REMAINS LIABLE, 


But, continues the court: ‘‘ Though the note 
was based on a gambling consideration, the in- 
dorsers are liable, for they engage that the note 
is a valid and subsisting obligation, binding 
on all prior parties according to their ostensible 
relations, and they will be held liable although 
the instrument be entirely null and void as 
between the prior parties themselves and also as 
between such prior parties and bona-fide holders 
without notice.” 
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THE STATE LAWS GOVERNING BANK CURRENCY. 


PAST AND PRESENT. 


N view of the drift of public attention towards the problem of a future bank currency,in place of the 
vanishing national bank notes; the presentation of plans for such a currency suited to the varied 
needs and requirements of the people of the United States; and the agitation to repeal the existing 
ten per cent prohibitory tax upon state circulation, it will be useful and interesting to examine 
into the existing machinery for state issues and the general conditions now surrounding them in 
the various states, as well as to briefly trace the history of state bank currency leading up to 
present conditions, as disclosed by legislative records. This knowledge is unquestionably a most 
necessary factor in any consideration of the feasibility and advisability of returning to a system 
of state bank currency, 

At common law, the right to issue circulating notes was free to all. In this country, the note- 
issuing function has generally been made the subject of constitutional regulation, It is not pro- 
posed to discuss the question whether congress has power to totally prohibit to the state, and its 
corporations and individuals, or to regulate, the note issuing function, or the authority of congress 
to impose the ten per cent. tax on state circulation, which has been the only mode of prohibition 
or regulation, yetadopted. The purpose here is simply to set forth the history of and present 
currency conditions now existing in the various states, which would become important should the 
ten per cent tax be removed. 


ALABAMA. 


Herein it is proposed to give an out- 
line sketch of constitutional and legisla- 
tive provisions in the state of Alabama, 
affecting banks, especially with refer- 
ence to the feature of circulation, com- 
mencing with the first constitution of 
the state. 

HISTORICAL SKETCH. 

Alabama was admitted to the Union 
in 1819, and the first constitution was 
adopted in convention at Huntsville, 
August 2nd of that year. The constitu- 
tion provided that ‘tone state bank may 
be established with such number of 
branches as the general assembly may, 
from time to time, deem expedient,” 
requiring, however, the concurrence of 
two-thirds of both houses for the estab- 
Mshment of a branch bank or the re- 
newal of a bank charter, and prohibiting 
the establishment of more than one bank 
er branch, or the renewal of more than 
ene charter, at any one legislative ses- 
sion. Requiring further, in the estab- 
tishment of any bank or branch bank, 


or renewal of any bank charter, con- 
formity to the following rules: 

1. At least two-fifths of the capital 
stock to be reserved for the state. 

2. Power in direction of bank, pro- 
portioned to stock, reserved to state. 

3. Liability of state, and individual 
stockholders, for bank’s debt, to be in 
proportion to stock held respectively. 

4. The remedy for collecting debts to 
be reciprocal, for and against the bank. 

5. No bank to commence operations 
until haif the capital subscribed be actu- 
ally paid in gold or silver, which amount 
in no case, to be less than $100,000. 

6. In case of the neglect or refusal of 
any bank or branch, to pay on demand, 
any bill, note or obligation issued by the 
corporation according to the promise 
therein expressed, the holder is declared 
entitled to interest at the rate of twelve 
per cent. per annum until paid, or specie 
payments resumed, by the bank; unless 
the general assemby shall sanction such 
suspension of specie paynients; and 
power is conferred upon the general 
assembly, after such neglect or refusal 





THE BANKING 


to adopt such measures as they may 
deem proper, to protect and secure the 
rights of all concerned, and to declare 
the charter of the bank forfeited. 

7. After the establishment of a gen- 
eral state bank, the existing banks of 
the state may be admitted as branches 
thereof upon such terms as the legisla- 
ture and the said banks may agree, sub- 
ject to the preceding rules. 

We thus see outlined in the first consti- 
tution of Alabama a scheme for operation 
of a state bank and branches in which 
the state was to be part proprietor or 
stockholder, and proportionately liable 
for the bank’s debts. 

In this early constitution there was no 
limit placed upon amount of circulation, 
and no provisions for security, or first 
lien of holder upon assets. Simply the 
proportionate liability of stockholders 
for debts. 


EARLY LEGISLATION, 


Turning now to early legislation re- 
specting banks and circulation, it is pro- 
posed to unfold this in chronological 
order, making such extracts or summa- 
ries only, as are necessary to the plan of 
this sketch. 


TROUBLE WITH NON-SPECIE-PAYING BANKS, 


At the period of the adoption of the 
first constitution it would seem that the 
people of the state were experiencing 
trouble from the refusal of banks to re- 
deem their notes in specie. This, it 
will be remembered, was a period of 
unlimited and unsecured issue. By anact 
passed December 17, 1821, we find it 
provided that after February 15, 1822, 
no bill or note of any bank whatsoever 
shall be receivable at the treasury in 
payment of taxes, nor for fines or for- 
feitures, uniess at the time of making 
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such payment, the bank whose bills or 
notes are offered ‘‘ 7s in regular course of 
redeeming its notes and bills with specie.” 
The act provides for the enforcement of 
the notes by the bearer, where payment 
is refused, by a proveeding in court, 
wherein the charter of the bank may be 
declared forfeited. 

By an act for the collection of taxes, 
passed the same date, section 14, pre- 
scribing the kind of money tax collect- 
ors may receive, includes besides specie, 
and state warrants, ‘‘ the bank bills or 
notes of such banks within this state as 
pay specie for their notes,” and the gov- 
ernor, upon receipt of accredited in 
formation that any bank fails to pay 
specie, is required to direct the issue 
of circulars to tax collectors apprising 
them of the fact. 

The tax act passed December 27, 
1822, providing for a tax on banks, con- 
tains this provision: ‘‘ If any bank shall 
refuse to pay specie for their notes after 
the 1st of August next, then and in that 
case there shall be levied and collected 
an additional tax of fifty cents on each 
share held as aforesaid in any bank or 
banks refusing to pay specie for their 
notes.” 

These legislative provisions are inter- 
esting as disclosing the fact that certain 
of the early banks in Alabama failed to 
redeem their notes. They show the 
method of protection adopted by thestate 
by excluding the receipt of non-redeem- 
able notes for taxes, and also the penalty 
imposed on such banks, by an additionai 
tax laid on the shares. Further, it is 
disclosed that the note-hulder may pro- 
ceed by suit to compel a forfeiture of the 
charter, 


THE FIRST STATE BANK, 


In pursuance of the constitution we 
find in 1823, December 2oth, an act es= 
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tablishing the Bank of the State of 
Alabama. The necessity for the bank 
is thus expressed: ‘* Whereas it is 
deemed highly important to provide for 
the safe and profitable investment of 
such of the public funds as may now or 
hereafter be in the possession of the 
state and to secure to the community 
the benefits, so far as may be, of an ex- 
tended and undepreciating currency, ’the 
Bank of the State of Alabama is incor- 
porated, and the faith and credit of the 
state is pledged for the support of the 
bank. The bank’s charter was made by 
the act to continue until January 1, 
1845. Its capital was not fixed at any 
specific amount, but was made up, and 
to be made up, of moneys arising from 
the sale or rent of the University lands, 
given to the state by congress; moneys 
arising from the 3 percent. net proceeds 
of lands sold, granted to the state 
by congress; moneys arising from the 


proceeds of grant of the United States 
of 1,620 acres for the seat of govern- 
ment; moneys arising from the lease of 
salt springs; from escheats; and also 
public funds, when authorized by law, 


were to be invested as capital. The 
state was also authorized to issue $100,- 
ooo of stock, bearing six per cent. inter- 
est, to run for not more than ten years, 
in aid of the capital of the bank. 

This act of incorporation is worthy of 
study as an instance of a sovereign state 
embarking in the banking business, its 
business being controlled and officers 
elected by the legislature. We have no 
space here to state the various pro- 
visions in the act regulating the conduct 
of the bank’s business. Among them 
are the provisions that discounts to any 
single individual, firm or corporation 
shall not exceed $2,000; apportioning 
discounts among the counties according 
to representation; limiting debts to 
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twice the.capital; requiring security 
from president and cashier; prohibiting 
usury; reports to comptroller of state; 
and prohibiting president, directors, 
cashier or other officers from becoming 
indorsers at the bank for each other, or 
any other person. 

The clause empowering the issue of 
notes is as follows: 

‘The president and directors shall have 
power to issue notes, signed by the 
president and countersigned by the 
cashier, not under the denomination of 
one dollar, on the behalf of said corpor- 
ation, for such sums and with such de- 
vices as'they may deem most expedient 
and safe.”’ 

Here, we see, is granted the power of 
unlimited issue, without special security ; 
the state however being the proprietor 
of the bank, and its faith and credit 
pledged for its support. Such an issue 
of notes, by a bank owned by the state, 
is almost similar to a direct issue of 
state government notes, and suggests 
the question, which, however, we will 
not go into, of the effect upon validity 
of the national constitutional provision 
that no state shall ‘* emit bills of credit.” 


ISSUE OF POST NOTES. 


By act of December 17, 1823, we find 
the bank in the town of Mobile is auth- 
orized to issue bills or notes for sums 
not less than $50, payable at periods not 
exceeding 120 days, and repealing so 
much of the act of November 20, 1818, 
establishing the bank, as provides that 
the notes may be made payable at 
periods not exceeding sixty days Not 
having access to the legislative enact 
ments previous to 1819, we are unable 
to give the provisions of the previous 
act This legislation is interesting as 
showing the regulation of post-note 
issue at this early day. 
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MORE TROUBLE FROM NON-SPECIE PAYING 
BANKS. 

On December 31, 1823, the sympa- 
thetic legislature passed an ‘‘act for 
the relief of the people of Alabama.” 

The act recites; ‘‘ Whereas it consists 
with a just and liberal policy to afford 
relief to any portion of the people who 
labor under particular and unexpected 
grievances; and whereas the good people 
of the northern part of the state are sub- 
jected to much loss and inconvenience 
from the depreciated issues of one of the 
local banks,’”—the tax collectors of 
certain counties are authorized to re- 
ceive the notes of the Farmers’ and 
Merchants’ Bank of Huntsville for taxes, 
provided the president and directors 
enter into bond and security that it will 
redeem the money ‘*by the second 
Monday of November next.” 

A further act passed the same day re- 
quires the Planters’ and Merchants’ 
Bank of Huntsville (another Huntsville 
bank) to resume specie payments after 
the rst of August next, and that the 
bank shall not fail nor refuseto pay specie 
thereafter without the consent of the 
general assembly; if it fail, its charter 
to be forfeited—an interesting legisla- 
tive admonition, truly. On the same 
day a resolution also, was passed that 
the treasurer cause $1,260 of the paper 
of the Planters’ and Merchants’ Bank of 
Huntsville, now in the treasury, to be 
presented, and if not paid, to institute 
suit; and if the bank is beaten and ap- 
peals, the court to award 15 per cent. 
damages. A suggestion which might be 
acted upon with profit at the present 
day in many cases in discouragement of 
hopeless appeals taken solely for pur- 
poses of delay. 

RESPECTING THE STATE 

BRANCHES, 


BANK AND ITS 


In January 1826 a joint committee of 
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the legislature was appointed to examine 
into the condition of the state bank 
and report to the legislature. In Janu- 
ary 1827 the power of the directors to 
fix the compensation of officers was rele- 
gated to the legislature; and the di- 
rectors were not permitted to allow the 
cashier or clerks any different compen- 
sation ‘‘unless the cashier be required 
to live in or adjoining the banking 
house; in which event rent may be al- 
lowed him by the board according to 
their discretion.” 

From 1827 to 1830 various acts were 
passed regulating the business of the 
state bank, 

In 1832 branches of the State Bank of 
Alabama were established at Mobile and 
in the Tennessee Valley,and given power 
to issue notes, without limit, of denom- 
inations not less than one dollar. In 
1834, the State Bank and branches were 
empowered to issue post-notes made 
payable at such places as they may deem 
expedient; the notes, however, to be 
drawn payable to some person or per- 
sons and not to run longer than ninety 
days, and no bank to issue more than 
one-fourth of its paper in post-notes. 
In 1835, this law was repealed; post- 
notes were authorized to the extent of 
one-half the issue, and the state banks 
at Montgomery and Decatur were re- 
quired to make one-half their post-notes 
payable at Boston, New York, Philadel- 
phia or Baltimore. 

The underlying business causes call- 
ing forth these authorizations and regu- 
lations of post-notes would constitute an 
interesting subject for study and state- 
ment, if time and space would permit. 


CERTAIN PROHIBITIONS UPON NOTE ISSUES, 


We reach the date, January 10, 1835. 
Up to this time the common law right 
of the individual to issue his own paper, 
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or that of others, has been unrestricted 
by the state. But we are approaching 
the troublous times of 1837, and fore- 
casting disaster, the state begins to take 
measures to protect her people. The 
first step is the prohibition of small 
issues of foreign banks, and also of the 
state bank and branches. By act ap- 
proved January 10, 1835, it is made un- 
lawful after the first of June following 
for any person to offer in payment, or 
pass or circulate within the state, any 
bill or note of any bank out of the state 
of less denomination than five dollars; 
all payments in such paper are declared 
void and ineffectual. It is also made 
unlawful for the Bank of the State of 
Alabama, or any branch, to issue, emit 
or circulate any note or bill less than $5. 

But the effect of this was to deprive 
the people of their small change circu- 
lating medium, and we find a special 
session of the legislature called in June, 
1837, at which the previous prohibitory 
law was repealed as to the State Bank 
and branches, and it was enacted ‘‘ that 
it shall be the duty of the president and 
directors of the said bank of the state, 
and of the several branches thereof, as 
soon as practicable, to issue and put 
into circulation, bills or notes of said 
bank and branches respectively, of less 
denominations than five dollars, suffi- 
cient in quantity to supply the wants of 
the community for the purposes of 
change.” 

With the adoption of the Penal Code 
in 1841, came the general prohibition 
upon note issues to all not chartered as 
banking associations. Section 1, chap- 
ter 7, provided: ‘‘It shall be unlawful for 
any person or persons, or any company, 
corporation, or unchartered banking 
association, to make, emit, issue or put 
in circulation, any note, bill, bond, draft, 
check, post-note, or paper of any name 


LAW JOURNAL. 


or description whatsoever, to answer the 
purpose of money, or for general circula- 
tion,” and stated the penalty. 

It will be noticed that the first consti- 
tution contained no provisions respect- 
ing the issue of circulation. The regu- 
lation of the subject, therefore, devolved 
upon the legislature. 


THE STATE BANK AND THE PANIC OF 1837. 


The good ship of state, the bank, had 
now struck stormy seas. From the 


proceedings of the legislature during 
the succeeding years of trouble we may 


learn how she weathered the storm. 

At the special session of the Alabama 
legislature colled in June 1837, an act 
was passed June 30, ‘‘to extend the 
time of indebtedness to the Bank of the 
State of Alabama and its branches, and 
legalizing the suspension of specie pay- 
ments of the same, and for other pur- 
poses.”’ The preamble cited: ‘‘Whereas 
the Bank of the State of Alabama and 
its several branches have recently sus- 
pended specie payments; and whereas it 
is believed said suspension has been 
produced by causes beyond the control 
of the president and directors of said 
banks, in the exercise of ordinary pru- 
dence and caution ’’—the suspension is 
approved and sanctioned, to June 15, 
1840. Provision was made for the issue 
of $5,000,000 state bonds in aid of the 
bank and its branches. Debts due the 
bank were extended in time of payment; 
and the bank and branches were author- 
ized to issue bills to an amount not ex- 
ceeding capital including the state bonds 
authorized to he issued. 

The suspension by the Planters and 
Merchants’ Bank and the Bank of Mo- 
bile was also sanctioned by the act; 
various provisions were made as to their 
obtaining specie and resumption, and 
the Bank otf Mobile, upon resuming 
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specie payments, was directed to with- 
draw from circulation all its notes under 
the denomination of five dollars. 

By act approved December 23, 1837, 
the governor and o*her officials were 
appointed agents to raise a loan of $2,- 
500,000 upon five per cent twenty-year 
bonds, payable in sterling, in aid of the 
state bank and branches; the intention 
here plainly being to negotiate this loan 
in England. 

This and the previous five million 
bond legislation illustrates the attempt 
of the state to maintain the government 
bank, 

By act of February 3, 1840, the non- 
specie paying banks of Alabama were 
allowed until July 1, 1841, to resume. 
This act also made various provisions 
The 
state bank and Montgomery and Hunts- 


respecting the issue of post-notes. 


ville branches were authorized to issue 
five hundred thousand dollars in post- 
notes to run not longer than one year, 
and the branches at Mobile and Decatur 
were reguired to issue alike sum. The 
Planters and Merchants’ and the Bank of 


Mobile were also authorized toissue post- 


notes of denomination not less than $10, 
in such sums as they deemed proper, to 
run not longer than twelve months, and 
uot to exceed $500,000 each. 

At the special sesson of April, 1841, 
the suspension specie payments 
by the state bank and branches was 
sanctioned ‘‘until otherwise provided by 
law.” 


of 


In February, 1843, the discounts of 
the state bank were restricted during 
the suspension of specie payments; and 
the specie of the branches was put under 
the control of the principal bank. 


DEMISE OF THE STATE BANK, 


By act of December 31, 1844, the state 
bank was placed in litigation. The as- 
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sets of the state bank and _ branches 
were, by act of February 4, 1846, vested 
in commissioners. The third section of 
this act provides ‘‘that no more of the 
circulation of the State Bank or branches 
shall be burned, unless said commuis- 
sioners shall so order on account of its 
depreciation; and then, no more than 
may be necessary, in their opinion, to 
stop the depreciation of the same,” 

We thus see that the State Bank never 
resumed specie payments, but went out 
of existence with a depreciated currency 
afloat. The experience thus disclosed 
exemplifies the danger of unlimited and 
unsecured issues of bank currency. 

A NEW 


BANK SYSTEM, 


We now approach a new era ip the 
banking history of the state; the adop- 
tion of a free banking act, or general 
bank law, under which the privilege of 
incorporation was open to all without 
the necessity of special charter, and the 
special incorporation of three banks in 
which the state had a proportionate 
proprietary interest, the ‘* Southern,” 
the ‘‘ Northern” and the ‘* Central Bank 
of Alabama.” 

THE FREE 


BANK LAW. 


The general bank law, entitled ‘‘ an 
act to authorize and regulate the busi- 
ness of banking,’’ was approved Febru- 
ary 12, 1850. Referring only to the cir- 
culation feature, we now see security 
providea as a basis for circulation. 


SECURITY FOR CIRCULATION, 
The following constituted section 2 of 


the act: 


“Whenever any person or association formed for 
the purpose of banking under the provisions of this 
act, shall legally transfer to the comptroller any 
portion of the public debt now created or hereafter 
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to be created by the United States, such person or 
association of persons shall be entitled to receive 
from the comptroller an equivalent amount of circu- 
lating notes or bills of different denominations, regis- 
tered and countersigned as aforesaid: (—a previous 
section provided for the deposit of money by the 
bank to cover engraving and printing, and made it 
the duty of the comptroller to get up the notes—). 
Provided that such public debt shall not be in stock 
below ninety per cent., if five per cents, nor below one 
hundred per cent., if six per cents, generally in the 
New York market, and provided further that the 
public stocks so transferred, if below par generally in 
the New York market, shall be made equal to par by 
the transfer of an additional amount of such stocks, 
and no stocks shall be received by the comptroller at 
more than their par value; and the circulating notes 
so secured shall be stamped upon the face “ secured 
by pledge of pubiic stocks of the United States.” 


By act of February 9, 1852, the secur- 
ity was extended to ‘‘bonds issued or 
indorsed by the state of Alabama,” and 
the stamp upon the notes was changed 
to read ‘‘secured by the pledge of public 
stocks.” 

By acts of February 9 and 10, 1852, 
no bank under the act is authorized to 
issue circulation of less denomination 
than $2; associations in the county of 
Mobile cannot issue below $5, nor cir- 
culate bills of other banks below that 
figure in the county, and it is made un- 
lawful to circulate bills of foreign banks 
in the state, of less denomination than 


$10. 


NO LIMIT UPON AMOUNT OF CIRCULATION, 


It is to be observed that while the 
security of national and state stocks or 
bonds is provided as a basis for the circu- 
lation of the free banks, no limit is placed 
upon the amount of secured circulation 
which may be issued. ‘‘ Any person or 
association of persons desirous to engage 
in the business of banking under the 
provisions of this act, may deposit with 
the treasurer of this state, to the credit 
of the comptroller of public accounts, a 
sum of money sufficient for the purpose 
of having engraved and printed as here- 
inafter prescribed, such quantity of cir- 
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culating notes in the similitude of bank 
notes as such person or association of 
persons may choose to have made.” 


THE SOUTHERN, NORTHERN AND CENTRAL. 


Cotemporaneously with the free bank 
law, the state again embarks in the 
banking business, but now, to a more 
limited extent. With the disastrous 
termination of the first state bank fresh 
in mind, the state becomes more con- 
servative, and upon the incorporation 
of the Southern Bank of Alabama, Feb- 
ruary 12, 1850, the Northern, February 
10, 1852, (charter to expire June 1, 
1880), and the Central, February 17, 
1854 (chartered to expire June 1, 1884), 
three-fifths of the capital is provided to 
be subscribed by individuals, while only 
two-fifths, the amount required by the 
constitution of 1819, is reserved for the 
state. The salient points regarding the 
circulation of these banks are that the 
circulation is limited to three times the 
capital actually paid in, and a gold and 
silver reserve of one-fourth of bills 
circulation is required to be kept on 
hand. Making comparison with the 
free bank act, we see under that act, 
public stock security, but no limit upon 
issue, nor reserve required ; while in case 
of the state banks, no security, but 
limit upon issue, and ¥% reserve. 

By act of February 8, 1858, a further 
state bank, the Eastern Bank of Ala- 
bama, was incorporated, two-fifths of 
the stock to go to the state. The 
charter was to continue to June 1, 1886, 
the circulation was limited to three 
times the capital,anda one-third goldand 
silver reserve of circulation was required. 
Further on February 13, 1860, an act 
for the incorporation of the ‘‘Bank of 
Alabama ”’ was passed, the stock to be 
subscribed by owners of stock in the 
South North Alabama Railroad 


in 


and 
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Company, and two-fifths of the stock 
to go to the state, at its option. The 
capital was not to exceed $2,500,000. 
The circulation of this bank was limited 
to three the times capital, and one-third 
circulation reserve was required. The 
bank was to continue until June t, 1890. 
In February, 1861, an act was passed 
authorizing subscription books for the 
stock of this bank to be opened in the 
city of Montgomery. Query, did this 
bank ever commence operations? 


FURTHER SUSPENSION OF SPECIE PAYMENTS. 


But it would seem that the Alabama 
bank circulation was not vet sufficiently 
safe or restricted, for, following the 
panic of 1857, we find an act passed 
December 19, 1857, ‘‘to legalize the 
suspension of specie payments by the 
Central and Commercial Banks of Ala- 
bama,”’ and a further act of February 2, 
1861, legalizing the suspension of specie 
payments of those banks and also of the 
** Eastern Bank of Alabama,” and also 
providing that the Bank of Mobile, the 
Southern Bank of Alabama and the 
Northern Bank of Alabama, should they 
suspend specie payment, might avail 
themselves of the act. The act required 
resumption June 1, 1862, but empowered 
the governor to extend the time in his 
discretion, The consequence of failure 
to resume at the required time, was for- 
feiture of charter. 

Also, by a further act, December 9, 
1861, 


“the suspension of specie payments by the chartered 
banks of the State of Alabama be and the same is here- 
by legalized until the period of one year after the 
close of the present war, and the conclusion of peace 
with the United States; provided it shall be the duty 
of said banks during the term of suspension hereby 
authorized, to receive at par the notes of the confed- 
erate states, commonly called treasury notes, for all 
debts due them, payable at their own counter, and the 
said banks are authorized during said term and in like 
manrer to employ said treasury notes in paying their 
deposits, and in redeeming their own notes or bills 
respectively.”’ 
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Also by act, February 7, 1861, ‘‘ the 
suspension of specie payments by the 
banks now organized and established 
under the free banking law of the State 
of Alabama, be authorized and legalized 
until twelve months after peace,”’etc. 


ESTABLISHMENT OF FURTHER BANKS OF 
CIRCULATION, e 


On November 7, 1861, nothing daunt- 
ed by past experiences, a further act 
was passed to establish the ‘* Western 
Bank of Alabama” in Tuskaloosa, (char- 
ter to run to June 1, 1892) with a capital 
not to exceed $600,000; circulation not 
to exceed twice the capital, and one- 
third coin reserve of circulation required 
to be kept on hand. Also on November 
28, 1861, an act, having similar pro- 
visions and restrictions as to circulation, 
capital and term of charter, was passed 
to establish the Planters’ Bank of Ala- 
bama in the town of Gainesville. Simi- 
larly, the Exchange Bank of Opelika 
was incorporated in the following year, 
1862, with charter until June 1, 1893. In 
1863, 1864 and 1865, the banks seem to 
have been let alone by the legislature. 


BANKS AND THE SECOND CONSTITUTION. 


In the second constitution of Alabama, 
adopted September 1865, the provision 
that the state shall have a two-third pro- 
prietary interest in any state bank or 
branches is omitted; the people, from 
previous experience, doubtless wisely 
concluding that it is no part of govern- 
ment to run a business bank. 

FURTHER RESPECTING SUSPENSION OF 
SPECIE PAYMENTS. 


After the war, on February 21, 1866, 
we find an act amending the act legal- 
izing suspension of specie payments by 
chartered banks, and providing that 
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they shall resume on or before April 1, 
1868; and a further act similarly amends 
the act legalizing suspensions of free 
banks, in its application to the Bank of 
Selma. 


THIRD CONSTITUTION; 1868, 


This constitution provides that cor- 
parations may be formed under general 
laws, but shall not be created by special 
act, except for municipal! purposes. The 
general assembly is deprived of power 
to create banks of circulation, except 
under the conditions expressed in the 
constitution, which are: 


§7. No bank shall be established except under a 
general banking law. 

§8. The general assembly may enact a general 
banking law, which law shail prescribe for the regis- 
try and countersigning by the governor of the state of 
all paper credit d: signed to be created as money; and 
ample collateral security, convertible into specie, or 
the redemption of the same in gold or silver, shall be 
required, and such collateral security shall be under 
the control of such officer or officers as may be pre- 
scribed by law. 

§9. All bills or notes issued as money, shall be, at 
all times, redeemable in gold or silver, and no law 
shall be passed sanctioning directly or indirectly the 
suspension by any bank or banking company, of specie 
payment. 

§10. Holders of bank notes shall be entitled, in 
case of insolvency, to preference of payment over all 
other creditors. 


Further provisions limit the charter to 
twenty years; and expressly prohibit 
the state from being a stockholder. 

The fourth and present constitution, 
adopted in 1875, contains substantially 
these provisions. 

In 1880 an act was passed for the in- 
corporation of banks of deposit and dis- 
count, without the power of issuing 
circulation; provisions for state circu- 
lation, of course, being unnecessary 
during the existence of the prohibitory 
ten per cent. national tax. 


PRESENT SITUATION AS TO SAFETY OF ALA- 
BAMA BANK CURRENCY SHOULD NATION- 
AL TAX BE REPEALED, 


The foregoing constitutes a cursory 
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outline sketch of currency legislation in 
the state of Alabama. It shows, at first, 
unrestricted and unsecured issues, fol- 
lowed by disaster; then a free banking 
act, providing national and state stock 
as security for circulation, and also 
specially chartered state banks, with the 
state as part owner, whose circulation 
was limited to three times the capital, 
and a specie reserve of one-quarter and 
one third required; nevertheless, a sec- 
ond suspension after the panic of 1857. 
Then existing constitutional provisions, 
prohibiting the state from holding stock ; 
and making the following rules for the 
safety of state bank currency: 

1. A first lien upon assets. 

2. ‘* Ample” collateral security, convertible 
into specie; but not specifying of what nature 
the security shall consist. 

3. Requirement of continuous redemption in 
gold or silver; and prohibiting the legislature 
from sanctioning suspension of specie pay- 
ments, 

Presumably, the old free bank act is 
obsolete—it has been omitted from the 
last revision of the statutes, or Code of 
1886 
rency in Alabama would require a new 


and any return to state bank cur- 


law in strict conformity to constitutional 
requirements, The constitution, it will 
be observed,makes no limit upon amount 
of issues, or no further definition of the 
security required, than amp/e. An un- 
restricted repeal of the ten percent. tax, 
therefore, would make the designation 
of the character of the security, (which, 
however, must be convertible or redeem- 
able in specie—that is, in /erms, but how 
about in fact?) a subject of legislative 
judgment and discretion. 

These are the facts, The student of 
finance must judge of the sufficiency of 
such safeguards, It is trusted the out- 
line sketch of legislation given, is suffi- 
ciently full to serve as a useful object 
lesson. 


Next issue Arizona and Arkansas. 
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DEPARTMENT OF QUERIES AND REPLIES. 


puis department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and expect prompt and careful consideration thereof, without charge. 


The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Checkholder v. Garnishing Creditor in Kansas. 


Buive Rapips Ciry BANK, t 
Buiue Rapips, KANs., Aug. 12, 1892. 
Lditor Banking Law Journal: 

Dear Sixk:—In your next issue please give 
your opinion in the following case: A gives 
bank at Wamego a chattel mortgage to secure 
the payment of — dollars; sometime after which 
he sells the chattels, and deposits the money in 
bank in town of B. and gives the Wamego bank 
a check on bank at B to satisfy the mortgage, 
On receipt of this check, the mortgage is re- 
leased of record, the check forwarded to 
correspondent at Kansas City for collection and 
After the day on which the check was 
issued, but before it reaches the bank at B, C 
garnishes the money yet in the hands of the 
bank at B and brings suit against the depositor 
on ‘‘ store” account. When the check reaches 
the bank they refuse to pay same, saying ‘‘ The 
money has been garnished by C,” whose claim 
is afterward allowed and money paid by bank 
tohim. Is not the bank at Bin error? Was 
not the delivery of the check a transfer of the 
tunds so far as the creditors of A are concerned 
after its date and delivery? 

Very respectfully yours, 
I. S. Taser, Cashier. 


and 


credit. 


The facts stated raise this question: 
Does the garnishment of the bank de- 
posit entitle the creditor, under the laws 
of Kansas, to priority over the dona fide 
holder for value of a check on the funds, 
issued and delivered before, but not 
presented until after, the garnishment? 

In any state where a check constitutes 
no assignment of the fund before ac- 
ceptance, the garnishment would take 
precedence, (60 N. Y. 151). 

But in many states, a check, upon 
delivery, constitutes an assignment fro 


tanto, of the fund drawn upon. In Illi- 
nois, one of these states, it has been 
held that a check drawn before service 
of a writ of garnishment, may be paid 
by the bank after service, as the check 
assigns the deposit to the holder before, 
and withdraws the amount from, the 
operation of the attachment. Says the 
court: ‘The legal effect of drawing 
these two checks was the reduction or 
drawing out of the bank the amounts 
therein specified, and lessened the fund 
to that extent that was subject to at- 
tachment, although not presented for 
payment until after process was served 
Bank of America 
v. Indiana Banking Co., 114 lll. 483; 
year, 1885. 

In Kansas the principle is recognized 
that the equitable owner of a deposit in 
bank, takes priority over an attaching 
creditor. Morrill v. Raymond, 28 Kan. 
415. 

But Kansas is one of those states that 
has not yet, so far as we are aware, de- 
clared any rule respecting the effect of 
a check as an assignment, before ac- 
ceptance. Should it fall into line with 
New York, Pennsylvania, Massachusetts, 
Michigan and other states, its courts 
would declare the check given by A to 
the Wamego Bank, no assignment of 
the deposit and the garnishment by A’s 
creditor, before its presentment, an ef- 
fectual capture of the funds; and then 
bankers would declare the Wamego 
Bank very foolish to surrender its chat- 


upon the garnishee.” 
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tel mortgage security for a plain, uncer- 
tified check. 

If, on the other hand, the Kansas 
courts should hold the check constituted 
an assignment of the deposit, the Wam- 
ego bank would probably be declared 
to have prior right over the attaching 
creditor; but this right would, we be- 
lieve, be conditional upon its making it 
known to the court in time to intercept 
judgment in favor of such creditor. If 
the Wamego bank has not done this, its 
right to the deposit, as a checkholder, is 
probably lost (See, for authority, Daniel, 
$1644 and cases,) and the drawee bank 
is not in error for obeying the court's 
mandate to pay over the funds. 


WAMEGO BANK’S RIGHT IRRESPECTIVE OF 
CHECK, 


In the above we have treated of the 
Wamego bank’s right as an ordinary 
checkholder, to the attached deposit. 
But there may be ground for claim on 
its part that, irrespective of the check, it 
was equitable owner of the deposit, which 
consisted of the proceeds of property 
on which the bank held mortgage; and 
for redress, upon this ground against 
the attaching creditor. A man sells 
mortgaged property, and pays off the 
mortgage by check on the proceeds 
which he has deposited in bank. Are 
not those impressed witha trust in favor 
of the mortgagee? There would seem 
to be fair ground for this contention. If 
our inquirer, whose inquiry does not 
present this question, so desires, we will 
go into it more fully in a subsequent 
number. 


Taxation of National Bank Shares in 
Kansas. 


THE PEop_e’s NATIONAL BANK, 
Cay CENTER, KANsas, Aug. 18, 1892, § 


Editor Banking Law journal: 
Dear Sir:—I have read with much interest 
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the Iowa decision regarding the taxation of 
national bank shares, published in the JOURNAL 
of July r5th. Under the Kansas statutes rela- 
ting to assessment and taxation, can an individ- 
ual stockholder deduct from the value of his 
shares his BONA FIDE indebtedness? It so, in 
what manner would the tax on the capital stock 
be paid? How would the return be made? By 
the officers of the bank who at the same time 
submit a schedule of each stockholder’s legal 
deductions, or by the individual holder himself? 
Respectfully, 
WiLuiAM Dockinc, Cash’r. 


The statutes at present in force in 
Kansas, differing in this respect from 
many other states, make no provision 
for a deduction by the taxpayer of his 
bona fide debts, in fixing the assessable 
amount. The former statute (sec. 6, 
ch. 107, Gen, Stat. 1868), provided: 
‘*Debts owing in good faith by any 
person, company or corporation may be 
deducted from the gross amount of 
credits belonging to such person, com- 
pany or corporation, and the person 
making out the statement of his personal 
property to be given to the assessor, 
need only set forth the amount of his 
credits remaining after such deduction.”’ 
In the existing law, however, this para- 
graph is omitted. (Compare Gen. Stat. 
1889, § 6849 e¢ seg.) 

In National Bank v. Fisher, 45 Kan. 
726; year 1891, deciding that national 
bank shares cannot be assessed in solido 
against the bank, but the tax must be 
assessed to the shareholders individually, 
although the practice is that the bank 
pays the tax, the court says: 

The individual stockholders of a national bank are 
allowed the same deductions from the amount assess- 
ed against them upon their shares of stock as other 
taxpayers inthe state, owning moneyed capital, are 
allowed. 

But we have seen the provision allow- 
ing debt deductions has been abrogated. 
What, then, is there to deduct from the 
tax on the shares? 
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CURRENT NEWS AND TOPICS. 


ALABAMA BANKERS’ ASSOCIATION,—The bank- 
ers of Alabama held their third annual conven- 
tion at Montgomery, Ala..on the 14th of June. 

The convention was opened by the president, 
Capt. R. M. Nelson, of the Commercial Bank, 
of Selma. 

Mr. A. M. Baldwin, of Montgomery, read the 
first paper. He took for his subject ‘* Should 
Days of Grace on Commercial Paper Be Abol- 
ished?” Bills of exchange, said Mr, Baldwin, 
constitute the principal part of the circulating 
medium of all civilized countries. Whatever 
tends to make the law concerning them simpler, 
more uniform, and less variable as to time and 
place, is of importance to both banks and the 
general public. That days of grace create con- 
fusion cannot be questioned. Instituted in 
order that the parties to the bill of exchange 
might protect themselves and provide against 
the dangers and uncertainties of primitive 
methods of communication, the original reason 
for their existence no longer has force, and the 
plea for their retention on the ground that they 
give a mana little time of indulgence in pay- 
ment, may be answered by calling attention to 
the fact that all arrangements for payment are 
made with reference to the fourth day instead 
of the first. Days of grace, in short, ate in 
many cases not only useless, but a positive 
nuisance, both to the payee and payor. From 
a consideration of these things the natural con- 
clusion would seem to be that they should be 
abolished. But the question is, how can this 
be accomplished? If the whole United States 
would take concerted action in abolishing grace, 
the problem would be solved. But the matter 
is beyond the jurisdiction of congress and uni- 
form action by all the states in so small a 
matter when it has been proved impossible to 
obtain by organized and persistent effort in 
reform measures of more vital moment, is im- 
possible. The only remaining way is for each 
State to pass a separate law, which would only 
confound confusion. 

Days of grace, despite their uselessness and 
the bother they create, are apparently features 
of commercial law which are destined to remain 
with us for a long time to come. 

W. J. Cameron, of the First National Bank of 
Birmingham, read the next paper. His subject 
was, ‘‘Some suggestions Dealing with State 
Banking.” 

The less the government has to do directly 
with the increase or the diminution of the cir- 
culation, said Mr. Cameron, the better for the 
people. Bank notes should be issued by insti- 
tutions situated in different portions of the 
country and not centralized or controlled by 
politicians. This can best be accomplished by 
national bank circulation. There is no profit in 
such circulation under the present law, but it 
should be made profitable. Banks should be 
encouraged to take the full circulation upon 
their bonds, and with this in view it would be 


well if the government would issue five hundred 
million two per cent. bonds, and permit national 
banks toissue one hundred dollars of notes upon 
every one hundred dollars of bonds deposited for 
that purpose, the proceeds of these bonds to be 
used in retiring bonds now outstanding, If by 
the operation of this new law, the national bank 
circulation could be increased to five hundred 
million of dollars, we should have an additional 
circulation without expense to the government, 
which would be safe and sufficiently distributed 
throughout the country to perform the legitimate 
functions of money in the promotion of the 
general welfare. 

A further thought presents itself. Security 
to note holders suggests security to depositors, 
It has been suggested by Mr. Flannagan, of the 
Southern National Bank of New York City, that 
the one per cent. tax which is now collected on 
the circulation of national banks be set apart as 
a separate fund for the protection of depositors, 
The income trom this tax at present amounts to 
a million and a half dollars per annum, and if 
the circulation were increased as suggested, 
would amount to five million dollars per annum. 
I advocate that the government guarantee abso- 
lute protection to every depositor in a national 
bank. This tax upon circulation would more 
than recompense any loss the government might 
incur from such protection. With the depositor 
feeling absolutely secure and no longer liable to 
withdraw his money on the appearance of the 
slightest speck on the financial horizon, the 
greatest factor in the development of panics 
would be removed and an era of prosperity 
would follow such as we never dreamed of. I 
do not advocate the lessening of any of the 
safeguards of our national bank system, but | 
advocate one great change. The prohibition 
on national banks against loaning on real estate 
has been the objectional feature of the bank 
law since its first passage. It has been the 
cause of the dissatisfaction with our national 
banks which is so widespread among our agri- 
culturists, 

If depositors were secured by the government, 
securities readily convertible into money would 
not be a necessity, and nothing would mitigate 
the good results of allowing national banks to 
make half their loans upon real property, under 
proper restrictions. 

**The Delights and Disgusts of Banking” 
were then considered by E, Steiner, of Birming- 
ham. 

Mr. Steiner said that while the average ob- 
server regarded the business of the banker 
much in the same light as the Irishman re- 
garded his job, who wrote home that he had a 
soft snap, all he had to do was to carry the 
brick up a ladder to the third story, while the 
fellows at the top did all the work; yet there are 
many more disgusts in banking than delights. 
Fiends incarnate in the shape of protested 
drafts, dishonored papers, depreciated bonds, 
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frozen-out stocks, etc., pursue the poor banker 
in his dreams. He is hounded during business 
hours by benevolent old ladies whom it is hard 
to refuse, and charming young ladies whose 
modest requests are still harder to deny, for 
contributions for anything and everything; the 
prominent citizen wants him to subscribe fora 
monument to the inventor of the latest fly-trap; 
the man with a most captivating tale wants his 
paper discounted, and if you refuse, wants to 
know the reason why; and when you tell him 
that the matter was referred to the directors, 
who, while they respect him and think very 
highly of him personally, cannot, as a bank, 
see their way clear to grant his request, will 
perhaps tell you, as a man did up in Tennessee 
under these circumstances, that while he re- 
specied the directors and thought very highly 
of them all personally, as a bank they were a 
set of damn liars. The poor banker in short is 
looked upon as the legitimate prey of everybody. 

As to the delights of banking, the whole sub- 
ject may be summed up in the terse but com- 
prehensive composition which a small boy wrote 
on Elephants in Ireland. The composition read 
in this way: ‘‘There is no elephants in Ireland.” 
And yet there are a few delights in banking 
after all. The banker is generally respected, he 
moves in the best society, is regarded as a rich 
man, has shorter hours and a larger income 
than the wage-earner, and consequently more 
domestic happiness, and by reason of his posi- 
tion keeps in touch with the most intelligent and 
progressive forces that are at work, and hence 
comes to have intelligent and enlightened opin- 
ions on all public questions. 

The last paper of the first session was deliv- 
ered by J. H. Fitts, of the banking house of J. 
H. Fitts & Co., Tuscaloosa, who took for his 
subject:, ‘‘ The Free Coinage of Silver.” 

Mr, Fitts treated the silver question ably and 
exhaustively, He said that with the present 
attitude of the great commercial nations of the 
world toward silver, it would be neither wise 
nor safe for the United States to attempt free 
coinage of silver alone; that notwithstanding 
her strength and riches she could not long 
maintain her present ascendency among the 
nations of the earth after the adoption by her of 
the free and unlimited coinage of silver at the 
ratio of 16to 1 in defiance of the rest of the 
world, Mr, Fitts said that he was opposed to 
free coinage because he was in favor of bimetal- 
ism. That bimetalism could not exist in the 
event of free silver; in other words, that a 
cheaper money will not circulate with one of 
greater value is a fact that has been proved in 
almost every country and in all ages. Silver 
should be used to the largest possible extent as 
money, provided that gold be allowed toremain 
as acirculating medium. Free silver in a safe 
and permanent form we should have, and its 
safety and permanence could be accomplished 
by an international agreement, and in no other 
way. 

The final address was delivered by J. B. 
Cobbs, of Birmingham, His subject was 
‘‘Fundamental Principles of Conservative 
Banking,” 
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The whole fabric of banking, said Mr. Cobb 
rests on confidence. Every act and every in- 
Strumentality must be directed toward the 
establishment of faith in the bank’s integrity. 
Next in importance and contributory to confi- 
dence should be mentioned good management. 
Men of the most unimpeachable character, who 
are willing to sacrifice personal ends for the 
good of the institution, who have undoubted 
capacity to fill their respective positions, should 
make a bank’s corps of officials. Many banks 
have suffered disaster because of the character 
of their officials. While an ideal bank man is 
indeed rare, al! the essential qualifications 
should be represented in the management, 
Add to this an intelligent and sytematized 
method of handling daily transactions and the 
mechanism of the bank is complete. 

When the officers of a bank give it the benefit 
of faithful administration, accuracy, promptness 
and regularity, and are ever-mindful of the one 
essential, the establishment and maintaining 
of confidence, success is assured. It may be 
well to add that transactions should be strictly 
confined to the legitimate business of banking 
and money should be loaned on nothing short 
of absolute security. 

Friendship with customers is an excellent 
thing in banking. Your depositors should 
know you, and you should know them. Pleas- 
ant words, cordial greetings, the feeling of 
friendship on the part of a customer inspire the 
indispensables, faith and confidence. 

* 
* * 

FROM returns now in it looks as though the 
cotton crop tor the coming season would be 
much shorter than the mere reduction of acre- 
age would indicate, From all indications it is 
probable that the entire crop will be between 
1,000,000 and 2,000,000 bales less than last 
year, though a month of favorable weather with 
a late fall, would do much toward bringing the 
average up. The entire crop has been grown 
on acheaper basis than ever before, and even 
though prices are not higher than last season, 
there will be better returns to the planter.— 
‘* Manufacturers’ Record,” 

* 
* * 

THE Comptroller of the Currency has sent a 
circular letter to the cashiers of all nationa 
banks in the country calling upon them for a 
statement showing the amount of exchange 
drawn by their association on national and 
other banks in New York, Chicago and St. Louis, 
etc., together with commission, charged during 
the year ended June 30 last. 


*x % 

THe CHEMICAL NATIONAL BANK of Chicago, 
which has secured the exclusive banking privi- 
leges in the World's Fair Grounds, is making 
preparations to establish there one of the most 
unique and attractive banking rooms in the 


country. This bank will be located in the ad- 
ministration building. 
Pr 
GaInInG GOLD.—It is understood that Secre- 
tary Foster is meeting with excellent success in 
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his scheme for the accumulation of gold in the 
transfer of money west and south for the move- 
ment of the crops. Bankers transferring money 
deposit gold in thesub-treasuries, The govern- 
ment retains the gold and forwards notes, gen- 
erally notes of small denominations. In this 
manner it costs about fifteen cents a thousand 
dollars to make the transfer while the express 
companies charge from fifty cents to a dollar. 
By this arrangement the secretary last year 
raised the margin of free gold from $117,667, 722 
June 30, to $132,523,221 September 30. The 
figure is not official, but it is understood the 
government has during the last few days gained 
several millions by this process of exchange. 
The demand for small notes has been very 
heavy. The transfer is only made by the gov- 
ernment when gold or coin certificates are de- 
posited.—‘* Philadelphia Stockholder.” 


PLAIN TALK. 

Our subscribers will confer a great favor by 
remitting promptly their subscription payments. 
Three dollars isa small sum and can be sent 
easily, but the aggregate of a number of them 
makes a great difference with us, and will help 
very much just now in this dull season of the 
year, 


* 
* * 


Ir every subscriber to this JOURNAL would 
take a little personal interest in increasing its 
circulation, he would benefit himself by getting 
a journal of increased value. There is very 
jiutle margin of profit in this JoURNAL at $3; and 
as all profit is, and will be, devoted to the en- 
largement and improvement of the magazine, 
an increased profit from subscriptions, would 
enable us to give a JOURNAL of larger size, and 


more information. 
* 
* * 


Lorp DuNpDREARY Says there are some things 
‘no fellah can understand.” Lord Dundreary 
could never get through his head, nor could 
many a wiser person, the character of judgment 
displayed by many bank advertisers in passing 
over a Journal of the acknowledged merit of the 
BANKING Law JouRNAL, while very lavish in the 
spending of their advertising appropriations 
upon waste-basket and fire-kindling publica- 
tions. 


BOOK REVIEW. 
MONEY, TRADE AND BANKING, by J. H. 
Walker, Boston; Houghton, Miffiin & Co. 
Cloth, 105 pages. 


The distinguishing features of this concise 
littl volume are simplity of treatment and 
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clearness in expression and explanation. In 
accordance with the author's belief in regard 
to finance as enunciated in the preface that 
‘*there is no other department of knowledge in 
which theories are of so litthe value; where ex- 
perience should so exclusively be teacher and 
master,” it has been his endeavor to show 
plainly what money, trade and banking really 
are when the confusing effects of theory are 
cleared away. In pursuance of this aim, all 
but facts and existing conditions are rigorously 
excluded. The result is that a book is produced 
which is interesting, and moreover, pertectly 
comprehensible to readers with no previous 
knowledge of the subject, and consequently is 
of particular value tothem. Among the topics 
treated are Money, Trade, Capital, National 
Banks, Inducements to Engage in Banking. 
The Practical Working of a Bank, The Clearing 
House, etc. 


BUSINESS NOTICES. 


THOSE interested in bicycling, will note the 
advertisement of the John P. Lovell Arms Co. 
in the present JouRNAL. This company turn 
out a superior machine at a much lower figure 
than rival manufacturers, We are preparing 
for publication in the next issue, a full descrip- 
tion of the wheels of this celebrated firm, show- 
ing their advantages for intending purchasers. 

* 
* * 

WE would call attention to the advertisement 
on another page of ‘* The Garten Remedy for 
Alcoholism and the Morphine Habit,” 

It originated in Lincoln, Nebraska, where its 
entire success has been so fully demonstrated 
that an office has been opened at Room 262 
Stewart Building, 280 Broadway, New York, so 
as to bring its beneficent results within reach of 
certain peopie. A room was also taken on the 
Bowery and thrown open to those who could 
not pay, and the doctor in charge (who had no 
connection with the Garten Remedy, but was 
simply paid for his time to advertise it) says: 
‘* The results so far have been very satisfactory. 
Nothing could be more so.” 

One desirable feature of the remedy is that it 
is not necessary to go to an institution to be 
treated, but patients can be treated when they 
are attending to their business. 

A young lawyer who had been under treat- 
ment stated to the writer that he felt no ill 
effects from the remedy while taking it, and it 
had left none on his system. On the contrary, 
it wes bracing and invigorating from the start, 
and left him permanently cured. 

From testimony from prominent people who 
have seen it tested or tested it themselves, it 
promises to be a great blessing, and we advise 
those who are interested, or have friends that 
are, to suggest that it be given a fair trial. 
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THE BANKING LAW JOURNAL. 


PERIODICAL LITERATURE OF INTEREST TO BANKERS. 





HONEST BANKING. Speech by Secretary 
Foster in Ohio. ‘‘N. Y. Press” August 7th. 
5,000 words. 


The subject of Mr. Foster’s speech was the 
country’s currency, and with particular refer- 
ence to the rehabilitation of the state bank cur- 
rency system. He reviewed briefly the entire 
history of the currency in the United States, 
dwelling at some length on the panics of 1837 
and 1857, the war circulation, the suspension of 
specie payments, the resumption act, the stan- 
dard silver dollar, etc. In regard to the national 
banking system, the Secretary said that the 
profit from its circulation had been greatly 
exaggerated. The amount of profit from the 
circulation obtainable from a deposit of $100,000 
is only $523.75, which is less than one half of 
one per cent. on the capital engaged. 

The national banking system is undoubtedly 
preferable to that of banks of issue under state 
authority. Under the former system not a 
single dollar has been lost to the public in thirty 
years, while with state bank issues, great losses 
would certainly fall upon the people. More bank 
issues under the present system could easily be 
obtained. If the four per cent. bonds were ex- 
tended for fifty years at two per cent., and the 
banks were exempt from taxation beyond the 
cost to the government of issuing the notes and 
maintaining the office of the comptroller of the 
currency, the banks would freely take the 
bonds and issue currency upon them in any 
amount desired. Mr. Foster said that he was 
not advising such a scheme but merely express- 
ing the opinion that it would be preferable to 
the rehabilitation of the state bank system. 


VALUE IN DIFFERENT AGES. by ‘An 
Old Banker.” N.Y, Sun, July 31st. 3,000 words. 


The old banker retails the sayings of the 
‘“‘woolly” silver man about the repudiation of 
contracts by the creditor, and the silver man 
talks about the beginnings of the idea of value. 


THE BASIS OF INTEREST. By B.F.Hughes. 
“Annals of the American Academy.” July. $1.00 
(single number.) 3,100 words. 


Dwight M. Lowery wrote an article for the 
March number of the ‘‘ Annals” in which he 
criticised Henry George’s theory as to the basis 
of interest. Mr. Hughes’ article is a discussion 
and criticism of the article by Mr. Lowery. He 
takes exception chiefly to the statement in the 
former article that ‘‘the whole notion of the 
reproductive power of capital is a delusion. 
There is no form of labor which will yield an 
increase which is not the result of labor.” 


THE COMMUNISM OF CAPITAL. By 
Hon. John Davis, M. C. ‘‘ Arena,” September; 
50 cents. 1,000 words. 


The Democratic and Republican parties, says 
Mr. Davis, are only ‘‘ two great and greedy or- 


ganized appetites, differing in nothing except 
‘to put the rascals out,’ on one side, and ‘to 
keep the rascals out’ on the other. But their 
worst crime is that among their offspring are 
corporations,and that they are friendly tothem.” 
Mr. Davis describes corporations, taken as an 
entity, as ‘‘a monster, powerful, aggressive 
and grasping, which to-day dominates society, 
politics, industry and commerce. Political par- 
ties tremble in its presence. Party leaders do 
its bidding. Finance, transportation and all 
industries fatten it with billions in tribute.” 
* * * Is it any wonder that society is organ- 
izing against this new form of tyranny—this 
communism of capital—and that a new political 
party is organizing for defensive purposes? 


SCHOOL SAVINGS BANKS. By Sarah L. 
Oberholtzer. ‘‘ Annals of the American Acad- 
emy.” July. $1.00 4,600 words. 


In this country, says the writer, there are 
28,000 children who are depositors in school 
savings banks, and the deposits amount to 
about $140,000. To successfully establish the 
system, it is necessary that a bank should lend 
its aid, which, however, there is no difficulty in 
obtaining. Indeed,in cities where school savings 
banks exist, there has been mild rivalry among 
the savings banks as to which should get the 
deposits, the managers reaiizing that the bank 
of school days is apt to be chosen as the bank 
for after life. The Michigan Bankers’ Associa- 
tion, at its last meeting, passed resolutions to 
the effect that school savings banks are in every 
way worthy of encouragement. 


RECENT BOOKS RELATING TO THE 
SILVER QUESTION. By Arthur Burnham 
Woodford. ‘* Annals of the American Academy.” 
July. $1.00. 2,700 words. 


The works referred to are: ‘*‘ The Question of 
Silver,” by Louis R. Ehrich; ‘‘ Money, Silver 
and Finance,” by J. H. Cowperthwait; ‘* The 
Monetary Question,” by G. M. Boissevain; and 
‘*Silver in Europe,” by S. Dana Horton. The 
writer reviews the discussion on the silver 
question with running comment and criticism 
on the four works mentioned. 


ARGENTINE FINANCIAL RECUPERATION. 
** Bradstreets.”” July 23. 750 words. 

WILD-CAT BANKING. By Clark Waggoner. 
“N, Y. Tribune,” July 22. 3,000 words. 

The writer describes the many evils which he says 
would result from state bank currency. 

THE TREASURY AND THE GOLD MOVE- 
MENT. “ Bradstreet’s,” July 16. 1,200 words. 

FOREIGN EXCHANGE AND THE GOLD MOVE- 
MENT. “ Bradstreet’s,’’ July 23. 800 words. 

THE DOLLAR OF 1892 vs. THAT OF 1373. By 
G,. F. Washburn. “New Forum,” August mth. 1,:°0 
words. 

“THE FARMERS AND SILVER. Address of Mor- 
timer White, ‘: National View,” July 23. 5,300 words” 

THE GLUT OF CAPITAL, Ed. in “N.Y. Evening 
Post,”’ July 27. 1,500 words. 

The * Post’’ examines the causes of the prevailing 
low rate of interest. 








